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The drugs trade 

Why Washington cannot 
solve the problem 
Page 12 
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Russian statistics 
officials accused of 
f helping companies 
hide tax liability 

The two top officials erf Russia’s 
statistics service have been 
charged with helping big com- 
panies evade taxes. Investigators 
arrested Yuri Yurkov, head of the 
state statistics committee, his dep- 
uty and several alleged accom- 
plices. They are accused of 
manipulating data to hide com- 
panies' real output and reduce 
their tax D ability, and with selling 
classified information. Boris Fyodo- 
rov. Russia's new tax enforcement 
chief, said his first targets would 
be rich Russians and foreigners. 
Page 14; Crisis? What crisis?, 
Page 2; Capital markets, Page 24 

Mgeria sticks to timetable 

Nigeria’s new ruler, Gw Abdusa- 
£ lam Abubakar, will keep to his pre- 
" decessor's plan to restore civilian 
rule on October 1 , a spokesman 
for the military government said. 
The main opposition group 
rejected Gen Abubakar’s appoint- 
ment and called for anti-military 
protests. Oil companies keep 
watch, Page 4; Africa's 500- 
pound weakling. Page 13; 
Emerging market focus. Page 36 

Yeltsin warns against intervention 
Russian president Boris Yeltsin 
warned that military intervention by 
outside powers could deepen the 
crisis in Serbia's Kosovo province. 
But western officials said Nato 
would go ahead with preparations 
for possible action. Page 3 

Heavy fighting on Ethiopia’s border 
Intense fighting erupted along the 
Ethiopian-Errtrean frontier as the 
African neighbours turned their 
f% armies against each other In the 
If!- latest stage of their undeclared 
war. Page 4; Observer, Page 13 

Trade unions stiti repressed 
Trade union activities are increas- 
ingly repressed, the International 
Confederation of Free Trade 
Unions says. It claims Colombia 
has the worst record, accounting 
j for 156 trf those murdered last year 
for union activities. Page 4 

Supporters pledge backing 
I Supporters of Louise Woodward, 
the British au pair convicted In the 
US of Wiring a baby in her care, 
pledged their continued backing 
after claims by the au pair's former 
defence lawyer, Elaine Whitfield 
Sharp, that her mother defrauded a 
• fond set up for her defence. 

® Rato lashes Hong Kong 
i- At least one person was missing 
as Hong Kong cleared up after 
storms that put schools, the stock 
exchange, banks and some public 
services out of action. 

Habibie speaks on East Timor 
Indonesia's new president, B J. 
Habibie, said he was willing to 
consider a special status for East 
Timor but insisted that the territory 
would remain part of the country. 

Cyclone sweeps west totSa 
At least 75 people were Wtied 
wrfian a cyclone hit coastal areas of 
Gujarat state. 

Belarus may relent over envoys 
. Belarus hinted It might cancel an 
ft order to foreign diplomats to leave 
' ante residences in the capital, 

Minsk. Page 2 

Vatican foreign minister* (Has 
Fotmer Vatican secretary of state 
Cardinal Agostino Casaroli died in 
Rome aged 83. Architect of the 
Vatican's rapprochement with 
communist regimes, his most 
rewarding moment came In 1989 
when Soviet president Mikhail Gor- 
bachev and Pope John Paul met 
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LTCB shares fall 
22% on mounting 
fears over strength 
of SBC alliance 

Shares in Long-Term Credit Bank 
of Japan plunged 22 per cent on 
mounting unease over the stre ngth 
of its alliance with Swiss Bank Cor- 
poration and concern that creditors 
were becoming reluctant to lend to 
weaker Japanese banks. Page 14; 
and Lex; Market shivers. Page 20 

Network Associates of the US has 
agreed the 5642m purchase of the 
UK’s Or Solomon’s Group, in a 
deal that wfll create one of the 
largest network security software 
groups in the world. Page 15; BT 
internet plan. Page 10 

UFFE - London International 
Financial Futures and Options 
Exchange - has voted to overhaul 
the exchange and introduce elec- 
tronic trading. Page 15 

European Barit for Reconstr uc tion 
and Development proved its 
commitment to Czech bank privati- 
sation by buying an 11.8 percent 
stake rn Ceska SporiteJna, the 
dominant state-owned retail bank, 
for KC2.5bn (S75m). Page 3 

Volkswagen has confirmed it is in 
talks to buy Italian sports car 
maker Lamborghini through its 
Audi subsidiary. Page 15; 
Observer, Page 13 

Volvo, Swedish automotive group, 
is replacing Hrige Alton - head of 
its US car operations - in a bid to 
bolster marketing in North America. 
Page 16 

Endesa shares fell nearly 5 per 
cent an the first day of traefing 
after the Spanish power group’s 
Pta1,150bn (57.6bn) privatisation. 
Page 17 

likf am, the US satellite telecoms 
company planning the first hand- 
held global ceflufar phone sendee, 
has signed ajpeements with more 
than 200 telecoms operators. Page 
5; Lex, Page 14 

Fofandfe steis-controBed steel • 
industry wlH be privatised by 2001, 
the government said a report to 
the EU. Page 5 

The Australian dollar's slump to 
12-year lows fuelled speculation 
that a poBticafly risky rate rise may 
force the government to delay 
elections. Pages 

Tele Danmark, Danish national 
telephone company controlled by 
Ameritech, has named former 
finance minister Henring Dyremose 
| as chief executive. Page 17; 
Observer, Page 13 

. 

HebefcBfl, Dutch brewer, has 
expanded its share of Poland's 
beer market to more than a third 
wtth a takeover of Austra&an- 
owned Bbrewery. Page 17 

Procter & Gamble, US consumer 
products group, is to inva6t £100m 
(Si 64m) in a new tissues and tow- 
els factory In the northern English 
city of Manchester. Page 12 

Leading International banka are to 
test new currency Indices that 
could transform the $1,200bn a 
day forex market Page 15 

Thafland's cabinet approved a 
scaled-down plan to sell 20 per 
cent of its stake in state akflne 
Thai Airways International on the 
Bangkok stock market Page 6 


By Mcbad Smffli fo Brussels 

The European Commission is 
today expected to back an end to 
a worldwide ban on British, beef 
exports, lifting hopes that over- 
seas sales can resume as early as 

Hib au tumn 

The 20 members of the college 
Of commissioners wBl emphaoae 
the high priority they place an 
ending the ban by forwarding 
proposals for sales of cattle bam 
after August 1996 to a specially- 
convened meeting of the ElTs 
influential standing veterinary 
committee on Friday. 

The moves follow EU approval 
for a separate scheme allowing 
Northern Ireland to resume beef 
exports from the beginning of 
this month. 

Under the proposals likely to 
be backed today, most of 
Britain’s 6m-strong beef herd 
would be eligible for export Sales 
of meat would not be allowed 
from cattle over 30 mouths old. 

The ban was imposed in March 
1996 following evidence suggest- 
ing a link between BSE, mad cow 
disease, and CJD, a similarly 
fatal disease affecting humans. 
Before the ban, Britain was 
exporting beef worth over £5bn a 
year. 

The UK has always argued that 
the ban was unjustified. Since its 
imposition, the government has 
adopted a series of measures to 
eradicate BSE, including the 
slaughter of 3m cattle and a pro- 
hibition on the sale of “ specified" 
cattle parts, including brains. 

Jack Cunningham, agriculture 
minister, has told the UK’s Euro- 
pean partners that British beef is 
among the safest in the world. 

'Hre support of the commission- 
ers, who act as the EITs execu- 


China urges Japan 
to stabilise yen as 
Asian crisis bites 


By James Kyugs In Befog 
and John ridding hi Hong Kong 

China appealed to Japan 
yesterday to stabilise the yen as 
Beijing gave its most gloomy 
assessment yet of the impact of 
Asia’s finanriai crisis on Chinese 
exports and inward investment 

Dai Xiangiong, governor of the 
I People's Bank of China, the cen- 
tral bank, said the influence of 
I east Asia’s crisis on China was 
“getting bigger and bigger". 

“The economic adjustments in 
east Asia and the sluggish Japa- 
nese economy, in particular the 
; depreciation of the yen, are hav- 
ing a very unfavourable effect on 
1 China's exports and ftbe coun- 
try’s] ability to attract foreign 
investment." said Mr Dai. “We 
hope the Japanese government 
will take effective measures to 
stabilise the yen.” 

He said the renminbi, China’s 
currency, would be kept stable 
but did not repeat the previous 
official promise of no devalua- 
tion. Some analysts discerned in 
tins subtle distinction a hint Bei- 
jing may be preparing to guide 
the renminbi gradually lower. 

Chinese exp ort s to Japan made 
up 17 per cent of the total last 
year. 

Shares in mainland-controlled 
companies plunged on the Hong 
Kong stock market, underlining 
fears Chat the foil in the Japanese 
yen could force China to devalue. 

The index for red-chips, Hong 
Kong-based subsidiaries of main- 
land enterprises, fell 8-6 per cent 
H-shares, the Hang Kong-Ustings 
of mainland state-controlled 


enterprises fell &£ per cent The 
benchmark Hang Seng index also 
toll sharply, losing 22 per cent 
amid concerns that the weak yen 
would add to pressures on the 
te rr itor y’s battered economy. 

“Sentiment has been turning 
against China plays, but the pres- 
sures came to a head today, " said 
Steven Thompson, senior analyst 
at Nikko Research Centre in 
Hong Kong. “Investors were 
spooked by concerns over the 
renminbi." 

During the day's trading in 
Tokyo, the Japanese currency 
touched 714L11 against the dol- 
lar. its weakest level for seven 
years. However, it later strength- 
ened to Y140J2 in New York. 

A senior Chinese official, who 
declined to be identified, said the 
outlook for the yen and the Japa- 
nese economy figured in a flurry 
of policy meetings in Beijing. Sce- 
narios on how China would be , 
affected by the yen at 160, 170 
and even 200 to the US dollar 
wore being drawn up. 

A multilateral effort led by the 
US to stabilise the yen may be 
needed at some time In the 
future, said the official 

“So far, devaluation of the ren- 
minbi Is not being considered,” 
the official said. "The biggest 
worry is that the Hang Kang dol- 
lar peg may be threatened if the 
yen falls even more sharply.” 

But the Hong Kong govern- 
ment said It is firmly committed 
to the peg, in spite of the pros- 
pect of deep recession and a 
protracted rise in interest rates. 


Domades, Page 25 
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Nigeria's new era 
Can Abubakar 
prevent chaos? 
Page 13 
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Brussels set to 
support end to 
ban on British 
beef exports 

Proposals follow from EU approval of 
separate scheme for Northern Ireland 


five, is vital to the UK's cam- 
paign to overturn the ban. 

However, EU agriculture offi- 
cials who drew up the scheme to 
end the ban and the British gov- 
ernment must now persuade 
other countries that UK beef is 
safe. 

Theoretically it is possible that 
Friday's standing veterinary 
committee, made up of member 
state veterinary experts, could 
approve the scheme by a quali- 
fied majority, removing the need 
for the issue to go to form minis- 
ters. 

However, this is thought to be 
extremely unlikely. Britain's BSE 
problems have caused wide- 
spread concern throughout 
Europe. Germany is unlikely to 
support lifting the han until after 
elections there in late September. 

EU agriculture officials hope to 
have completed much of the tech- 
nical work for the scheme by 
then, enabling an end to the ban 
to be implemented shortly after- 
wards. 

Northern Ireland won early 
approval for exports because of a i 
computerised tracing system that I 
recorded the history of cattle I 
herds over the past eight years. , 

Far the mainland UK scheme, 
August 1996 has been chosen 
because it is the date when a ban 
on feeding meat and bone meal to 
animals, thought to be a cause of 
BSE, became fully effective. 

Even if the ban is lifted later 
this year, the UK will have to 
fig h t hard to regain export mar- 
kets, especially with the pound 
so high. Northern Ireland has yet 
to export its first beef and over- 
seas sales are expected to start 
slowly. 

ConniodRkB, Page 26 



Scots steel themselves to face soccer favourites Brazil 


Rarefy has a World Cup finals 
opened wtth as strong a favourite 
as Brazil. They are defending 
champions, ranked top by Rfa and 
blessed with the world player of 


the year in striker Ronaldo. It is 
difficult to See beyond a Brazilian 
win - a view accepted by Scotland 
coach Craig Brown who. minutes 
after the draw, conceded the group 


would be about the scrabble for 
second place. 

Daily coverage of the World Cup 
begins today. Pages 8-9 
Picture: PA 


Credit Suisse First Boston 
to buy Banco Garantia 


By WBBam Lewis In New York 
and Geoff Dyer in S3o Paula 

Credit Suisse First Boston, the 
Swiss-American investment 
bank, will this week announce its 
latest acquisition - the takeover 
of Banco Garantia, Brazil's lead- 
ing investment bank. 

According to people close to 
the transaction, an announce- 
ment could come today. The 
value of the deal is said to exceed 
Jlbn, including funds set aside to 
retain important flumntia staff. 

The acquisition will help CSFB 
to become Brazil’s largest invest- 
ment bank and reinforce its posi- 
tion as one of the world’s leading 
investment banks. Last year 
CSFB acquired the European 
equities business of BZW, the 
investment hanking arm of Bar- 
clays, the UK hank. Allen Wheat, 
CSFB's chairman and chief exec- 


utive. recently said that he was 
"looking at all the options" 
regarding further acquisitions. 

CSFB, owned by Credit Suisse, 
the Swiss bank, still requires reg- 
ulatory approval from the Brazil- 
ian central bank, but that is 
expected to be granted tbl", 
month. 

CSFB's payment to Garantia Is 
likely to be in cash and shares, 
and represents just under two 
times the book value of the Bra- 
zilian investment bank. 

To clinch the deal with Garan- 
tia, CSFB saw off competition 
from two leading US investment 
hanks - Goldman Sachs and Mor- 
gan Stanley Dean Witter. 

Garantia has 19 partners and 
was modelled by its founders on 
Goldman Sachs. According to a 
recent report by Fitch IBCA, the 
ratings agency. 60 per cent of the 
bank's equity is in the hands of 


four of the partners, some of 
whom are expected to retire fol- 
lowing completion of the deal. 

The firm has strong positions 
in equity and debt trading, for- 
eign exchange, and mergers anti 
acquisitions, which gives it close 
contacts with the largest Brazil- 
ian corporates. Until last year, 
Garantia was also considered to 
have the best proprietary trading 
operation in Brazil. However, it 
suffered heavy losses on its own 
positions during the Asian crisis, 
which forced it to launch a 
R$50m ($43m) capital increase 
and ultimately prompted the 
search Tor a buyer. 

Garantia is the first of the 
large Brazilian investment banks 
to lose its independence. In the 
past year three small firms have 
been acquired by SBC Warburg 
Dillon Read. Fle m ings of the UK 
and NationsBank of the US. 
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Air France pilots stay out for the Cup 


By Robert Graham and 
David Owen in Paris 


Defiant Air France pilots 
yesterday refused to cal] off 
their nine-day old strike, 
ensuring that the bulk of the 
airline's fleet will remain 
grounded for the initial 
stages of the soccer World 
Cup, which begins today. 

“We are more determined 
than ever to stick by our 
position," the SNPL, the 
main pilots* unio n, said yes- 
terday after a meeting to 
sound the mood of members. 
The union had made no 


fresh attempt to restart 
negotiations. 

Jean-Cyril Spinetta. the 
head of the state-controlled 
company, is preparing a spe- 
cial board meeting to alter 
Its, statutes to permit the 
direct imposition of new sal- 
ary scales that would create 
annual savings of FFrSOOm 
($84m). The meeting is likely 
to be delayed until Saturday 
to allow the opportunity for 
talks. 

“The management knows 
that if it changes the stat- 
utes to impose a new salary 
grid this will cause an irrep- 


arable break with us,” SNPL 
warned. 

Both Air France manage- 
ment and the Socialist-led 
government are taking a 
firm stand. They are bank- 
ing upon lack of public sup- 
port for the pilots and so far 
the government has dis- 
counted of a moratorium on 
the restructuring plan to get 
the 3,200 pilots back to work 
during France *98. 

Although the stoppage will 

have little impact on 
increased passenger traffic 
for the World Cup. it is a 
serious national embarrass- 


ment Air France is the offi- 
cial carrier for the tourna- 
ment and still has two- thirds 
of its fleet grounded, Incur- 
ring direct losses of more 
than fTrlOOm a day. 

Airline officials say it will 
take a good 48 hours to 
restore fall operations once 
any deal is reached. How- 
ever, 160 special flights car- 
rying the 32 teams during 
the competition will go 
ahead, and striking pilots 
have offered special flights 
for supporters with tickets - 

a suggestion Air France has 
ruled out as impractical. 


Most travellers have been 
able to reach France in time 
far the opening game today. 
During the competition they 
can rely on France's efficient 
fast train (TGVj network. 

5NCF, the French railway 
company, said it expected a 
total -of 1m passengers over 
the next five weeks of 
France ’98, with 130 TGVs 
specially hired - mainly by 
Japanese and Brazilian 
groups. Although one of the 
train drivers’ unions is due 
to strike today and at other 
times during the Cup, SNCF 
expects the action will affect 


only some regional trains 
and will have no impact on 
football supporters. 

Paris was Invaded last 
night by Brazilian and Scot- 
tish supporters before the 
match between the two 
countries at the Stade de 
France today. The city 
staged a spectacular parade 
to the Place de la Concorde 
with a sound and light 
extravaganza billed “As 
grand as the gods of the foot- 
ball field". 


World Cup, Page 8 
See Editorial Coraneot 


ECB will 
go for 
monetary 
targets 


By Wolfgang Mfinchau 
fat Frankfurt 


Wim Duisenberg, president 
or the European Central 
Bank, gave the clearest hint 
yet yesterday that he would 
follow in the Bundesbank's 
footsteps and advocate a pol- 
icy of monetary targeting to 
achieve stability in the euro- 
zone. 

Speaking at the first press 
conference since the ECB 
was launched at the start of 
this month. Mr Duisenberg 
confirmed he had “no plans 
to make a public inflation 
forecast” for the euro-zone 
or for individual members. 

His comments suggest that 
UK-style inflation targeting 

- under which the central 
bank sets interest rates to 
meet a specific inflation rate 

- is unlikely to emerge as 
the chosen monetary policy 
instrument. 

It was previously assumed 
that the ECB might initially 
opt for a mix of the two 
strategies, because of criti- 
cisms that monetary data 
may not be sufficiently reli- 
able during the transition 
period of economic and mon- 
etary union. Hans Tiet- 
meyer. president of the 
Bundesbank, said this week 
that he hoped monetary tar- 
geting would be firmly 
entrenched as the main 
plank of the ECB's policy. 

Mr Duisenberg also con- 
firmed yesterday that the 
ECB would hold between 10 
per cent and 15 per cent of 
its foreign currency reserves 
in tbe form of gold. 

He made his comments 
after the first meeting of the 
ECB’s governing council, 
which consists of the central 
bank s six-member director- 
ate and the 11 central bank 
governors or participating 
countries. 

The council will uot set 
interest rates until the for- 
mal start of Emu next year. 
But at its inaugural session 
yesterday it also sanctioned 
the appointment of 55 key 
staff, including 49 from the 
European Monetary Insti- 
tute. its forerunner. 

One of the few outside 
appointments is that of Man- 
fred Kbrber. the Bundes- 
bank's external relations 
director, to the same posi- 
tion at the ECB. This reflects 
the Bundesbank's influence 
in the ECB and signals an 
attempt to demonstrate con- 
tinuity between the two 
institutions. 

The council, which is to 
meet on the first Tuesday of 
each month, also set the cap- 
ital shares in the ECB of 
each uf the 11 national cen- 
tral banks. The Bundesbank 
wifi be the largest share- 
holder, accounting for 24.41 
per cent, followed by the 
Bank of France with 16.87 
per cent and the Bank of 
Italy with 14.96 per cent 
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Crisis? What crisis? asks the 
Russian in the street 


There is a significant gulf between the real economy and the 
problems of the financial markets, says John Thornhill 


Air 

iXba 


lexaodra Mayorova, a 
eather-beaten 
babushka from the towu 
of Kaluga, south-west of 
Moscow, cannot understand 
all the recent fuss about a 
financial crisis in Russia. 
For her, nothing has 
changed for years. 

“It is just noise above our 
heads." she says dismis- 
sively, standing on a street 
corner selling bedraggled 
bunches of sorrel. “They can 
say there is a crisis or there 
is not a crisis. It Is all the 
same to me." 

Every week, Mrs Mayo- 
rova gathers the vegetables 
in her garden and travels to 
Moscow to try to earn 
enough money to support 
her bed-ridden 71-year-old 
husband and her jobless son. 
She says the pension she 
receives after working 39 
years on the railways is not 
enough to live on. Besides, it 
is rarely paid on time. 

“It is impossible to live 
this way any more. I was 
only six years old when the 
war started but even then I 
remember tbat life was bet- 
ter then than it is now." 

For Mrs Mayorova - and 
the one in five Russians who 
earn less than the officially- 
defined minimum subsis- 
tence wage - it is difficult to 
imagine tbat tbe financial 
position could grow any 
worse. Mrs Mayorova has no 
bank savings. She has no US 
dollars. The markets' gyra- 
tions over the past few 
weeks have bad no impact 
on her daily life. 

This gulf between Russia’s 


financial markets and the 
real economy is often 
counted as one of the chief 
weaknesses of the capitalist 
transition. The financial 
markets are still too under- 
developed to fulfil one of 
their most basic functions: 
to channel the nation's 
savings into investments to 
promote economic growth 
and raise living standards. 

Ironically, though, it is the 
markets’ very* immaturity 
that has helped tbe govern- 
ment survive the latest cri- 
sis. The central bank was 
able to triple interest rates 
temporarily to 150 per cent 
to defend the rouble (and 
then lower them again to 60 
per cent last week) knowing 
it would have little effect on 
the underlying economy - 
apart from raising its own 
cost of borrowing. 

Bank leading to the real 
sector amounts to less than 
10 per cent of gross domestic 
product compared with a 
ratio of 100 per cent in many 
western countries. There is 
still no mortgage market in 
Russia worthy of the name. 

Moreover, this year's 47 
per cent slump in share 
prices has had little Impact 
on the general population. 
The stock market is domi- 
nated by foreign investors 
and big domestic banks and 
does not produce any wide- 
spread “wealth (or poverty) 
effect" as is so conspicuously 
the case in the (JS. 

“In this crisis situation 
many of the weaknesses of 
the Russian economy are not 
so bad," says Pawl Teplu- 


khin. president of Troika 
Dialog Asset Management, a 
Moscow-based fond manage- 
ment group. 

“Economists know that 
there is a very dangerous 

ffnaneiaT crisis b uilding tip 

in the country but most Rus- 
sians have not really 
noticed. Russians are much 
more confident about the 
rouble than international 
investors. All this screaming 
about a devaluation is com- 
ing from abroad." 

Mr Teplukhin’s assertion 
certainly seems to be borne 
out by tbe shoppers at Ram- 
store. a giant hypermarket 
in the suburbs, where mid- 
dle-class Muscovites merrily 
flock past Its 30 tills seem- 
ingly oblivious to any threat 
to their prosperity. 

A teller at the store's cur- 
rency exchange bureau 
reports there has been, no 
surge In customers wanting 
to buy dollars. A manager 
says sales have held up par- 
ticularly well in recent days 
as shoppers have stocked up 
on charcoal, meats, and veg- 
etables as they head out to 
their dachas. 

“This crisis has uot had 
any influence on us so far," 
the store manager says. 
“(President Boris] Yeltsin is 
trying to stop the crisis by 
squeezing extra taxes from 
Gazprom and the oil compa- 
nies to pay tbe coal miners. 
But that does not influence 
the salaries of Muscovites so 
the situation is stffl okay." 

Boris Nemtsov, deputy 
prime minister, says the gov- 
ernment has so far suc- 



The real economy: a woman begs on a Moscow street 


Panos 


ceeded in defending the rou- 
ble and preventing panic. 
This crisis “is like a typhoon 
in the Far. East It is terrify- 
ing to watch it but for the 
citizen it Is simply some 
news, albeit unpleasant, 
which has little real effect". 

Bat Mr Nemtsov says the 
current high interest regime 
will have longer-term social 
consequences by delaying 
economic growth and stall- 
ing job creation. 

Any devaluation of the 
rouble would also lead to a 
surge in the prices of 
imported consumer goods on 
which Russia’s big cities are 
now so heavily reliant 

But for the moment it is 
the very lack of a sense of 
crisis among the better off 
that could hamper the gov- 
ernment's fight to resolve its 


financial problems. 

In particular. Moscow's 9m 
residents, the mast conspicu- 
ous beneficiaries of the coun- 
try’s market reforms, soon 
little inclined to shoulder 
more of the financial burden 
themselves by paying more 
taxes - especially as their 
populist mayor, Yuri Luzh- 
kov, is readying himself for 
a presidential bid in 2000. 

Valentin Glinsky, 
thoughtful pensioner who is 
watching his grandson build 
Lego castles outside the 
Ramstore hypermarket, says 
few Muscovites accept the 
urgency of making sacri- 
fices- “Muscovites are still 
not ready to accept that we 
will have to live a little less 
well if the rest of Russia is to 
live any better." he says, 
regretfully. 


Euro-zone will see falling car prices 



The new currency will open up price 
Living with transparency in EU markets, report 
*■*?. John Griffiths and Haig Simonian 


or Europe’s hard- 
pressed carmakers, 
the arrival of the euro 
ranks with the expiry in 1999 
of the “gentleman's agree- 
ment" Limiting Japanese 
imports as a headache they 
can do without. 

The euro will open the 
door to price transparency in 
the ll countries adopting the 
common currency. It will 
also raise questions about 
reorganising dealer net- 
works. and it could affect 
how and where manufactur- 
ers make cars and buy com- 
ponents. 

A common currency “is 
likely to be the next catalyst 
for price convergence", said 
Garel Rhys, professor of 
motor industry economics at 
Cardiff Business School. 
Convergence has been under 
way for some time. Indepen- 
dently at exchange rates, 
price variations narrowed by 
nearly 40 per cent since 1993, 
he argued. 

Tbe problem for car- 
makers is that, with overca- 
pacity of at least 20 per cent, 
prices are likely to drift 
down in the euro-zone. In 


some smaller markets where 
prices are exceptionally low. 
such as Belgium and Luxem- 
bourg. prices may edge up 
but the weighted average, 
including bigger markets, is 
set to sink. 

Customers will be able to 
compare prices and. if they 
wish, buy wherever is cheap- 
est. “Nothing can be hid- 
den.” said Charles Hunter- 
Pearse. vice-president of net- 
work development at Volvo 
Cars Europe. 

But there will be no gen- 
eral move to euro pricing 
fTora January l. 1999. Manu- 
facturers have done well out 
of regional variations and 
have no wish to accelerate 
transparency. In the UK, 
Ford has used its market 
dominance to price high. 
Others have preferred to use 
its prices as benchmarks to 

allow higher margins. 

The second factor con- 
straining uniform pricing is 
that, while the euro becomes 
usable as a unit of account 
next year, ft will not circu- 
late as the only legal tender 
until July 2002. “So pricing 
in euros as a standard, trans- 


parent practice .will-, not 


will always face an addi- 
tional pricing distortion 
because of cost arguments 
over right-hand drive versus 
left-hand drive In continen- 
tal Europe. 


nent and orderly supply 
chains of components on the 
basis of the best combina- 
tions of; cost and quality. 

However, most supply con- 
tracts last several years and 


come for several years." said ' time prompt carmakers! to 
Prof Rhys. Even then, differ- re-examine dealer networks. 


ences in national taxation 
will mean significant diver- 
gence. Denmark, Finland 
and, to a lesser extent, the 
Netherlands, all put high 
taxes on car ownership. 

“That will continue to dis- 
tort the market." noted Mr 
Hunter-Pearse. 

Differential tax rates mean 
carmakers may still tend to 
cross -subsidise markets at 
the pre-tax level to make 
their cars affordable in high- 
tax countries. Tax differen- 
tials have been one of the 
motor industry's most pow- 
erful defences against Euro- 
pean Commission pressure 
to harmonise prices. 

But eventually, even tax 
differentials are likely to be 
eroded by cross-border arbi- 
trage. The Commission’s fine 
of Ecul02m ($11 Xm) on 
Volkswagen for obstructing 
cross-border purchasing 
fired a dear warning to car- 
makers that obstructing 
cross-border trade would be 
dealt with severely. 

But the UK and Ireland 


Price convergence could in long-term partnerships 
/between car makers and 
parts suppliers are becoming 
Currency risks and bureau- the norm. So here, ’too, the 
era tic barriers have hindered - changes will be gradual. . . 
cross-border trade in the.:; this holds good for pro- 
past. irrespective of potential -dufitira and sales within the 
savings. Remove the drain- > Elf . But car manufacturing 
centives. however, and a isaglobal business, so -if the 
buyer in Italy’s Alto Adige euro ‘were to climb against 
may prefer to shop 2n Tttns?' ' eurfehdes such as the dollar 


brack than, say, Bolzano- 
Such new affinities- could 
force manufacturers to 
redraw dealer and distribu- 
tion territories. 


he euro also has big 
implications for man- 
ufacturing and com- 
ponents, with decisions 
becoming based principally 
on productivity consider- 
ations, rather than other fac- 
tors. “It will not be possible 
to hide behind a weak econ- 
omy with devaluations,” 
argued Prof Rhys. 

Manufacturers should be 
able to plan production and 
component strategies more 
consistently and over a lon- 
ger time. Car and truck- 
makers should also be able 
to put in place more perma- 


-tbere would be risks for the 
EU industry's competitive- 
•tiqss. Japan, and the damage 
doae to Its domestic produc- 
tion by the long ascent of 
tbe yen, provides a chilling 
example. This would be not 
so important to companies 
such as Peugeot and Fiat, 
whose revenues are still 
heavily Europe-oriented. 

But the UK, as the only 
big EU car manufacturing 
country outside the euro- 
zone. is more vulnerable. 
Much of Its exports, such as 
Land Rovers, , are destined 
for outside Europe. So keep- 
ing sterling out of the first 
phase of EMU is probably 
good for the UK industry. 
“At least, it doesn't do it any 
harm to have the luxury of 
time," said Prof Rhys. 


Europe backs my crusade, says Blair 


By Uond Barber in Brussels 


Britain's crusade for 
economic reform has trans- 
formed the political debate 
in Europe. Tony Blair, the 

prime minister, said yester- 
day. He said tbe European 
Union was moving Britain’s 
way. with governments 
stressing employability, 
reform of the welfare state 
and a Union closer to the 
citizen. 

Mr Blair cited this week's 
Franco-German initiative 
calling for a decentralised 
Europe which would respect 
political and cultural diver- 
sity. 

Speaking to British corre- 


spondents In Brussels ahead 
of next week's EU summit in 
Cardiff 

the prime minister sounded 
confident and relaxed. The 
sole moment or tension came 
when be was asked whether 
Britain’s influence would 
wane as a result of his gov- 
ernment’s decision to stay 
out of the first wave of coun- 
tries joining economic and 
monetary union. 

“There has to be an ele- 
ment of common sense. . . It 
is obvious that if you stay 
outside, then you will have 
less influence over monetary 
union. That is a choice we 
have made." 

Mr Blair said the Franco- 


German statement this week 
correctly identified the need 
to reconsider the balance 

between decision-making at 
EU, national and regional 
level. In areas such as for- 
eign policy, the environment 
and the fight against organ- 
ised crime, he said the 15 EU 
members should act collec- 
tively. But on matters such 
as employment policy, a 
“lighter" approach was more 
effective, with countries 
applying peer pressure 
rather than EU legislation. 

Some countries have crit- 
icised the British presidency 
during the past six months 
for tilting toward the US 
during the crisis over UN 


weapons inspections in Iraq 
and ignoring the Interests of 
smaller countries, but Mr 
Blair vigorously defended 
the UK's record. 

He cautioned against push- 
ing decentralisation so far 
tbat it undermined the 
authority of the European 
Commission. “You need a 
strong Commission to push 
through, things Uke the sin- 
gle market" 

On enlargement Mr Blah- 
said he intended to press for 
a firm timetable at Cardiff 
for wrapping up negotiations 
on the reform of tbe Com- 
mon Agricultural Policy, 
regional akl and the EU bud- 
get - the precondition for 


ad mi tti n g new members. 

The target date would 
most likely be in March 1999 
before European Parliament 
elections in June, EU diplo- 
mats said. 

Mr Blair also gave cau- 
tious support for a short con- 
stitutional conference next 
year on reform of the ELTs 
institutions, the balance of 
power between small and 
larger countries, and an 
extension of majority voting. 

The prime minister clearly 
hopes that economic reform 
- or what he calls tbe “third 
way" between state interven- 
tion and laisser-faxre deregu- 
lation - will take centre 
stage at Cardiff. 




‘Turnaround’ 
in Germany’s 
unemployment 



By Pater Norman In Bom 


Unemployment in Germany 
fell sharply last month, 
bringing the seasonally 
unadjusted total below the 
previous year's level for the 
first time since August 1995- 

On a seasonally adjusted 
h^pitr . unemployment fell In 

May by 60.000 to 4.32m. The 
decline, which was divided 
equally betwe en w est and 
east Germany, trimmed the 
national unemployment rate 
to Ui per «ynt of the work- 
ing population from 11-3 per 
cent in April. 

The widely-leaked unad- 
justed “headline" figure fell 
by 223.400 to 4.2m last 
month, the federal labour 
office reported yesterday. It 
was thus well down on Janu- 
ary’s record 4.82m and 5&300 
below the May 1997 level. 

The unadjusted jobless 
rate fell to 10i> per cent last 
month from 11.4 per cent in 
April and 11.1 per cent in 
May last year. 

Bernhard Jagoda. the 
labour office president, said 
the May data marked a 
“turnaround" in western 
Germany’s labour market, 
while there were some 
“signs of light” in the east. 
But he said the improve- 
ments in the former commu- 
nist east mainly reflected 
government make-work 
schemes and warned that 
yesterday’s news gave no 
grounds for relaxation. 

TTpimut Kohl the chancel- 
lor. said the May jobless fall 
was “very pleasing”. GQnter 
Rexrodt the economics min- 
ister. said the figures 
showed increased invest- 
ment was now creating jobs. 


He predicted a drop m aver- 
age unemployment this year 
and that the year-end jobless 
total would be about 300,000 
below the 4 -52m of December 
last vear. 

By contrast, Otraar Schrei- 
ner. for the opposition Social 
Democrats, said yesterday’s 
data gave “no reason for pre- 
mature rejoicing” and 
pointed out that total 

employment, at 33.55m in 
March, was 208.000 down on 
March last year. For the fifth 
successive month, unem- 
ployed staged demonstra- 
tions in large industrial 
cities to coincide with the 
news. 

Yesterday’s seasonally 
adjusted data pat unemploy- 
ment in eastern Germany at 
18.7 per cent, twice west Ger- 
many’s 9.4 per cent rate. 

Despite a fall in eastern 
Germany’s jobless rate from 
19.1 per eent in April, the 
Berlin-based DIW economic 
research institute warned 
there was little sign that an 
upturn in the economy 
would bring a marked 
improvement in the region. 

Separately, the Bonn eco- 
nomics ministry’ announced 
a 0-6 per cent seasonally 
adjusted drop in industrial 
output in April from March, 
but on the basis of March 
figures tbat had been revised 
to show a 0.8 per cent 
increase instead of the 1 per 
cent fall reported a month 
ago. 

Taking data for March and 
April combined, there was a 
0.5 per cent rise in produc- 
tion compared with January 
and February, and a 5.8 per 
cent rise compared wltb 
March and April last year. 
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BELARUS STAND-OFF 


Minsk may back down 
over diplomats row 


Belarus hinted yesterday it might cancel an order to foreign 
diplomats to leave a set of elite residences in the capital, 
Minsk. It was the first sign that Belarus might back dawn from 
a position which threatened to further isolate it diplomatically. 

A spokesman for the Betarusan foreign ministry sakt "The 
United States. Russia, Lithuania and France have all pro- 
tested. At the moment we don't have full information but ail 
diplomatic channels are working very actively." 

The Belarusan government, which had wanted the diplo- 
mats from 22 countries out by Wednesday, says the resi- 
dences need repairs. Western diplomats say there is no need 
for them to move and say Belarus's actions break the Vienna 
convention on treatment of diplomats. 

Workers welded shut the gates to the residences on Mon- 
day. sparking a furious reaction from the US which threatened 
unspecified retaliatory action if the ambassador. Daniel 
Speckhard. was ordered to move. Minsk, Reuters 
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fTAUAN POLITICS 


Forza Italia joins group of MEPs 


; SBvio Berfusconi. the leader of Italy’s opposition Forza itafia, 
yesterday received a strong political boost when hls move- 
ment.was formally welcomed into the centre-right European 
People's . Party in the European parliament 
‘ 2°' Forza Italia MEPs were admitted to the grouping 

/ust one day after Mr Berfusconi Indicated he planned to take 
, an increasingly hostile stance to the government that took 
. Italy into s single currency. 

Tlie-EPP includes the centre-right parties of Germany, 
Spain and other European Union states. Diplomats in Rome 
say foe inclusion of Forza ftalia was backed by Helmut Kohl, 
the German chancellor and jos6-Marfa Aznar, foe Spanish 
Jofo 01 whom want to boost foe strength o! 
tne PPt in foe European parliament James Bfitz, Rome 


telecoms regulation 


Deutsche Telekom set for clash 


T I Bte ^ on1 ’ ^ G erman telecoms company, is on 
■STl confrontation with the national telecoms reg- 

uW^K^y, rtmaeased foe price It wants to charge 
competitors for unconditional access to foe “last mite" Into 
customers houses. 


r0ieCt0d apriCQof OM28.80 

te I2 rary Charge * 20 - 65 ' ** 

revfeed calculations showed 



^ • caicuianons snowed a , » yur/-,.. — L ‘ 

price of 'DM47.2B was justified. At the very least using less <f C ‘ U TP \/n , 

^ccountiHg rules, It reckoned a price of DM38.19 ' f|i|!| ^ V0 1 ! f C' \ t 4- 

was needed. The reoulatar hn<s imhi mM_A. , j -j_ lwll+_ ■ t i i ^ y ^ v 1 


n_, , , — /* gi ^ ator um mkl-August to decide. 
J ter ms on which a deal Is 


SWISS LABOUR 


Union rejects strike accord 


Swfeeriand’s most powerful trade union has refused to 

" ** ""—O'- 

The SMUV has taken a more militant attitude because of 
mounting concern about job losses in 

r™ 05 abo ^ l ^° rkinfl houra * "fctoh are longer h^Sfertand 
than tn any other Industrialised country. The SMUV was one 

% ^ of a 1937 "to ,££1. 

of stakes as a collective bargaining weapon 

T^^rtte due for renewal on July 1. it has been 
five yearly mtervais by all of foe unrans ^ 

Switzerland has^ foe best^ strike 
free record of any developed economy. WDfiam HaH, Zurich 
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M :v..ry backdns 

nvr- dijjlomals row 


Yeltsin wary over 
strikes on Serbs 


By Ralph Afifes in Bona 


President Boris Yeltsin of 
Rossis warned western gov- 
ernments yesterday that mil- 
itary intervention by outside 
powers could Intensify the 
crisis in Serbia’s Kosovo 
province and trigger wider 
unrest across the RaUchhc 

But he signalled a determi- 
nation to use Russia's influ- 
ence with President Slobo- 
dan Milosevic of Yugoslavia 
to push diplomatic attempts 
for a solution to what is rap- 
idly evolving into Europe's 
worst security problem since 
the 1992-95 Bosnian war. 

Speaking after two days of 
talks with German govern- 
ment ministers in Bonn, Mr 
Yeltsin highlighted Russia’s 
reservations about a possible 
western military strike 
against Serbian targets. 


The involvement of out- 
side powers would be “dan- 
gerous” and “would lead to 
the crisis escalating” across 
the Balkans, with unpredict- 
able consequences for the 
whole of Europe, Mr Yeltsin 
said. 

Despite his warning, Ger- 
man and other western offi- 
cials said Nato would go 
ahea d with preparations for 
possible military action in 
order to contain the crisis, 
which has already wn more 
than 104)00 ethnic Albanian 
refugees flee Kosovo. 

“We believe that the mwib 
is ripe and we feel an urgent 
need to act in the alliance," 
Volker Rah a, Germany’s 
defence minister, said. “How 
long can we regard this as 
an internal matter? How 
many people most they 

kill?” 


About 250 people have died 
this year In a conflict which . 
pits Mr Milosevic’s Serbian 
nationalist, ex-c ommunis t 
government against ethnic 
Albanians who form the 
majority of Kosovo’s popula- 
tion and want independence 
for their province. 

Yugoslavia's foreign min- 
ister, Zivadin Jovanovic, 
made clear yesterday that 
his government was in no 
mood for compromise when. 
Speaking in Is tanbu l, be 
denounced a European 
Union ban on investments in 
Serbia as “unnecessary, 
unprovoked and negative”. 

The Belgrade authorities 
see Kosovo as an internal 
problem and contend that 
western countries, which do 
not officially support Kos- 
ovo's Independence, are 
unwittingly aiding the seces- 



Sarb special forces pofice on petrol fri the outskirts of Decard fn Kosovo province yesterday 


sionists by adopting such a 
tough anti-Serbian line. 

Russia is reluctant to 
endorse western military 
action in the Balkans, partly 
because it thp idea 

that Nato should think itself 
free to throw around its 
weight in hot spots near 
Russia's western flank. 

- The Kremlin also fears 
that if western military 
action resulted in Kosovo's 
independence, there could be 


serious destabilising conse- 
quences in Chechnya, which 
wants independence from 
Moscow, and other restive 
Russian republics. 

However, Mr Yelttin prom- 
ised Chancellor Helmut Kohl 
yesterday that “we wfll work 
together in this area". 

Mr Yeltsin also said he 
would seek a meeting with 
Mr Milosevic, and did not 
rule out that Russia might 
add to the diplomatic pres- 


sure on Serbia to grant 
greater autonomy to Kosovo. 

During the meetings in 
Bonn, Moscow made dear 
that it attached importance 
to the involvement of the 
United Nations Security 
Council. 

Britain is sponsoring a 
council resolution that 
would authorise eventual 
military intervention. 

See Comment & Analysis 


EBRD buys 11.8% 
stake in Czech bank 


By Robert Anderson hi Prague 

The European Bank for 
Reconstruction and Develop- 
ment (EBRD) proved its com- 
mitment to Czech bank pri- 
vatisation yesterday fay 
buying an 11.8 per cent stake 
In Ceska Sporitelna. the 
dominant state-owned retail 
bank, for Kc2JSbn ($75m). 

The EBRD also announced 
that its board had approved 
the purchase of a 30 per cent 
stake in the failed bank 
Agrobanka, which the cen- 
tral bank is selling to GE 
Capital of the US. 

It said that it was likely to 
take a shareholding during 
the privatisation of either 
Ceskoslovenska Obchodni 
Bank (CSOB), the former for- 
eign trade bank, or 
Komercni Banka, the main 
commercial bank. 

The Ceska Sporitelna 
transaction is the EBRD's 
single largest equity invest 
ment in a financial institu- 
tion in central and east 
Europe and its first equity 


investment in a Czech hank. 

The EBRD, which has 
sometimes been accused of 
doing too little in the Czech 
Republic, . has previously 
announced that it plans to 
spend Ecu200m-Ecu300m 
($224m-$837m) in the Czech 
h anking sector as a whole. 

David Hexter, deputy 
vice-president of the EBRD, 
said the sale would solidify 
and make transparent the 
ownership structure of the 
bank, in which the only big 
shareholder was the state 
with 45 per emit, and assist 
its full privatisation. 

u We look at this as the 
first stage in the change in 
shareholder structure of 
Ceska Sporitelna.” he said. 

Ceska Sporitelna put 
together the 9m share pack- 
age and sold them, at a pre- 
mium, to the EBRD for 
around K5277 a share. Yes- 
terday Ceska Sporitelna 
shares closed up Kfii3 at 
Kem . 

Maria Luisa Clcognanl, the 
EBRD’s principal banker, 


said the EBRD would con : 
sider increasing its share- 
holding during the bank's 
ftill privatisation, or it may 
sell out to the investors who 
buy the at least 34 per cent 
stake the government has 
put up for sale. . 

The outgoing gove rnment 
of Josef Tosovsky, the care- 
taker prime minister, has 
already placed advertise- 
ments nuking for py prwarinng 
of interest in the sale of 
CSOB, and plans to do the 
same for Ceska Sporitelna 
and Komercni by the end of 
next month. 

However, the Social Demo- 
crats, who are leading in 
opinion polls ahead of nest 
week's election, have said 
that they would like to delay 
privatisation of Ceska Spori- 
telna and Komercni until at 
least 2000. 

Ceska Sporitelna could 
even be the last bank to be 
- sold because, with most 
Czechs having accounts 
there, it has extra political 
sensitivity. 


EU moves towards 
regional aid accord 


By Brian Groom Id Glasgow 


The European Union made 
progress yesterday towards 
agreeing controversial 
regional aid reforms, but 
pleas for special treatment 
by Individual states mean it 
faces a hard task to reach an 
accord by the informal dead- 
line of next spring. 

Regional policy ministers 
meeting in Glasgow gave a 
warmer welcome to the 
European Commission's pro- 
posals than member-states 
had offered so far. 

“There were much more 
positive statements on the 
package,” said Monika Wulf- 
Mathies, EU regional affairs 
commissioner. “National 
interests are stm, of coarse, 
(me of the contentious points 
for fu ture negotiations.” 

The EU awards regional 
aid, which accounts for one- 
third of its budget, in an 
attempt to reduce the gap 
between rich and poor areas. 

The Commission wants to 
freeze regional aid at 0.46 per 


cent of EU gross domestic 
product In 2000-2006; cut the 
number of categories from 
seven to three; and reduce 
the p roportion erf population 
covered from SI per cent to 
between 35 pa- cent and 40 
per cent 

Problems in agreeing 
reforms could jeopardise a 
wider EU budget deal, which 
could In turn delay enlarge- 
ment of the EU into central 
and eastern Europe, 

Although some members 
argued that funding should 
be farther reduced, the spe- 
cial cases advanced would 
increase it sharply. 

Mrs Wulf-Mathies was 
pleased that ministers 
agreed not just on deadlines 
far dydgkin-Tnaking , but on 
the principle of concentrat- 
ing aid on the most deprived 
areas. She said there was a 
“broad majority in favour erf 
better control and more effi- 
cient wmia^wnHiit 11 , 

Members have been happy 
with proposals to simplify 
schemes and devolve man- 


agement to regional partner- 
ships, but reluctant to allow 
the Commission the degree 
of detailed control it seeks to 
ensure accountability. 

Margaret Beckett, UK 
trade and industry secretary, 
who chaired yesterday's 
meeting, said cutting red 
tape would “free resources 
and offer potential benefits 
to local people acrosB 
Europe. It is a natural step 
to wider reform.” 

She said Britain would 
press for a “fairer" share-out 
of funds, even though a 
safety net for member-states 
will limi t its losses. 

Differences between north 
and south were still appar- 
ent. Greece said the EU bud- 
get was not big enough but 
the Netherlands said 0.46 per 
cent should be a ceiling 
rather than a target 

Six countries, Including 
Germany, France and Swe- 
den, objected to proposals to 
reduce the coverage of state 
aid to Industry and bring it 
into line with regional aid. 


POLISH ECONOMY BALANCED BUDGET IN SIGHT 

Crisis fears 
dismissed 
by Warsaw 


By Stefan Wagstyl and 
Christopher Bobfnskl in Warsaw 

Leszek Balcerowlcz. the 
Polish finance minister, has 
dismissed investors' fears 
that the country might suf- 
fer a Russlan-style financial 
crisis. 

“The conditions in Poland 
are completely different 
from those in Russia. Also, 
we have taken steps to pre- 
vent a crisis developing," he 
said in an FT Interview. 

Mr Balcerowlcz was speak- 
ing in the wake of a sharp 
fell in the Polish stock mar- 
ket after Russian bonds and 
equities plunged in May. 

The Warsaw Stock 
Exchange's general index 
dropped 19 per cent in May 
to 14,551, its lowest level this 
year, on concern that the 
Russian crisis might prompt 
foreign fund managers to 
reduce their exposure in 
other eastern European 
countries. It has since recov- 
ered about one-third of its 
losses and closed yesterdav 
down 2734! at 16,027.8. 

Mr Balcerowlcz said there 
were “big differences" 
between Poland and Russia. 
Russia bad severe difficul- 
ties in collecting taxes and 
financing government spend- 
ing. but Poland was on track 
to achieve a balanced budget 
in four years. 

Mr Balcerowlcz, who is 
also deputy prime minister 
in the coalition government, 
conceded the current 
account deficit would 
expand this year from 3.5 per 
cent In 1997 to an expected 
level not exceeding 4 per 
cent But the gap between 
the growth rates in imports 
and exports had been cut, 
thanks to interest rate 
increases and other steps 
taken last year to cool 
domestic demand. “The cur- 
rent account will stabilise at 
safe levels,” he said. 

Mr Balcerowlcz expects to 
start discussions later this 
month with other ministers 


on next year's budget. His 
Freedom Union (UW), the 
minority partner In the gov- 
ernment. is committed to 
cutting government borrow- 
ing and promoting market- 
oriented policies. 

But be is expected to come 
under pressure to relax the 
purse strings somewhat 
from Solidarity Electoral 
Action (AWS). which domi- 
nates the coalition. Mr Bal- 
cerowlcz said he was looking 
to speed up privatisation to 
help finance some extra 
spending, including planned 
reforms to the pension sys- 
tem which are due to be 
introduced in January. 

'Conditions in 
Poland are 
completely 
different from in 
Russia’ - Leszek 
Balcerowicz 


Mr Balcerowicz forecast 
that, given continued good 
economic conditions in west- 
ern countries. Poland would 
achieve gross domestic prod- 
uct growth of about 6 per 
cent in 1998 and 1999, In line 
with the government's 
medium term plan. 

Meanwhile, Inflation was 
felling and would meet the 
government's aim of reach- 
ing 9.8 per cent by the end of 
the year, down from 13.2 per 
cent at the end of 1997. 

Mr Balcerowicz said this 
would create space for the 
Polish National Bank, the 
central bank, to cut interest 
rates further, after two 
recent reductions. 

The bank cut its widely- 
watched intervention rate by 
1 percentage point in April 
and 1.5 percentage points 
last month, but it still stands 
at 21.5 per cent 
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Before yoursystem 
l wilts... 

Modem IT systems are intanded to help you be a more 
flexible end competitive marketplayer.To dothis, though, 
youhavetomakeoptimumuse ofall resources r support 
your end-users and assure maximum system availability. 
Butthe support effortand expense this involves can 
quickly exceed your own capabilities, and ever i before 
youVe been able to benefit fromyour new-foundflBM- 
biKty.your system nmsoutafsteam. It becomes a cnai- 
lengeto concentrate on your own actual business, and 
all of those efficiency gains wither away and die. 


rightsource your 
service operation, 

By specifically outtasking routine 
activities, you can avoid all this aggra- 
vation. Simply put the responsibility in 
the hands of a partner who has the 
competence to protect you against ell 
these pitfalls of modem information 
technology. A.partner who brings with 
it the expertise, experience and 
manpower that allow you to make 
efficient use of your resources. 
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for information technology 
without the thorns. 


So you can concentrate on the challeng- 
es of your market and leave the support 
of your systems and networks to Siemens 
Nixdorf IT Service. Because our special- 
ists have the cross-vendor know-how 
that's needed to assure you information 
technology without the thorns. For more 
information, simply fax this ad to us at 
+48-89-636-45579. Don't forgetto add your 
name and address! 
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Siemens Nixdorf: User Centered Computing 
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ABDUSALAM ABUBAKAR INITIAL REACTIONS HOLD OUT HOPE THAT THE NEW LEADER COULD PRESIDE OVER A RETURN TO CIVILIAN R ULE_ 


Cool professional 
soldier takes 


control in Nigeria 


By Wiehael Hoknan, 
Africa Editor, In London 


As the usually hardbitten 
and cynical Nigerian 
newspaper editor listed the 
virtues of General 
Abdusalam Abubakar, his 
country’s new military 
leader. It seemed as If be 
had gone soft on the 
soldiers. 

Gen Abubakar. he said, 
was that rare figure among 
the top military brass: quiet 
spoken, bespectacled and 
modest, who dispensed with 
the panoply of security that 
surrounds his colleagues. 

Then came an aside: “And 
his health is not good." 

The implication was clear. 
If 100m Nigerians impatient 
for democracy fail to limit 
his term in oCQce, then 
Nature wllL 

Although the comments 
may smack of wishful 
th inkin g, initial reactions 
hold out some hope that the 
new military leader, sworn 
in yesterday, could preside 
over a return to the civilian 


rule promised but not 
delivered by General Sani 
Abacha. 

Unlike his predecessor, 
burled In Kano on Monday, 
whose narrow vision of the 
world was reinforced by his 
reluctance to spend much 
time away from bis 
presidential redoubt in the 
capital. Abuja. Gen 


‘He rose to the top 
without holding 
political office’ 


Abubakar may have a wider 
perspective. 

Like many of the men who 
have dominated the armed 
forces over the years, Gen 
Abubakar - who turns 56 
next week - has his roots in 
the country’s Moslem 
dominated north. 

Brought up in Minna, near 
the home of his friend and 
former military leader. Gen 


Ibrahim Babanglda, he 
began his career in the air 
force in 1963, before 
switching to the army. 

He won his spurs in the 
Biafra civil war in the late 

1960s, when more than lm 
people died during the 
attempt of the south-east of 
Nigeria to secede. 

“He is jovial, cool under 
pressure, matured, well- 
respected and calculated," 
the independent Thisday 
newspaper said. “He is one 
of the few Nigerian generals 
who rose to the top without 
holding political office." 

Two military training 
courses in the US In the mid- 
1970s. and a further spell in 
Britain, coupled with service 
in the UN peacekeeping 
force in Lebanon in the early 
1980s turned him into one of 
the country's most respected 
soldiers, say colleagues: "A 
professional without airs," 
as one put 1L 

When Gen Abacha seized 
power in 1993 after the 
aborted presidential 
elections intended to return 



Oil companies 
are keeping a 
careful watch 
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By Robert Conhe 


Abdusalam AtaJaltar, Nigeria's new leader, is deserted as ’cool under pressure and caJcutotstf 


the country to civilian rule, 
he turned to Gen Abubakar 
for the sensitive position of 
ehjpf of defence staff. 

Gen Abubakar survived 
the purges and reshuffles 
that marked the Abacha 
years, keeping a low profile. 
And while senior officers 
were either retired or 


arrested, Gen Abubakar 
remained by Abacha’s side. 

Now In office, he may well 
call on the advice of another 
survivor - Gen Bahangida, 
whom he Joined at Gen 
Abacha’s burial at his 
northern hometown erf Kano. 
He may need all the help he 
can get, Hay ing taken on the 


high risk job as the ninth 
soldier to lead Nigeria since 
independence in 1960. 

Gen Abubakar is married 
to Amina, a high court 
judge. He has three 
daughters and two sons. 


Africa’s 500111 weakling; 
Editorial co m ment Page 15 


Foreign oil companies 
operating in Nigeria yester- 
day said they were “watch- 
ing and awaiting develop- 
ments." but that operations 
in Africa's biggest ofl produ- 
cing country had so far not 
he*™ affected by the death of 
General Sani Abacha. 

Royal Dutch/Shell, which 
accounts for about half 
Nigeria's output of 2.18m 
barrels a day, said the main 
oil producing region around 
the Niger Delta appeared to 
he quiet, although the com- 
pany’s staff was monitoring 
the situation closely. “Shell 
will continue to work with 
Nigeria,” said a spokesman. 

Mobil of the US said it too 
was “watching events, but 
our operations have not been 
impacted and we don’t 
expect them to be”. 

Nigerian domestic politics 
have long been a touchy sub- 
ject for foreign oil compa- 
nies, and their reticence to 
speculate about the future is 
not surprising. But the inter- 
nal debate within the compa- 
nies Is likely to be lively, say 
industry analysts, who note 
that Gen Abattoa’s influence 
»n the industry was large. 


One uncertainty is how 
the minority tribes in the oil 
producing regions, such as 
the Ogoni. will react to 
events. In 1995 Genl Abacha 
ordered the execution of | 
Ogoril activists, afld a num- 
ber are still imprisoned. i 

Many residents of the 
Delta have persistently com- 
plained that little money has ’ 

flowed back Into the region 
from central government cof • 
fers. In recent years Shell io * 
particular lias been sub- 
jected to dozens of “commu- 
nity actions", ranging from 
demonstrations to the abduc- 
tion of oil company staff and 
occupation of installations. 

The foreign companies will 
also be keen to learn 
whether a change at the top 
will result in changes at the 
oil and finance ministries, j 
which between them decide j 
the annual budgets of joint i 
ventures between the Niger- j 
ian National Petroleum Cor- 
poration and the individual 
foreign companies. Nigeria 
has set a 3m bid production 
target by 2D02. but the for- 
eign companies say the gov- 
ernment has failed to make 
enough money available to 
fund such an ambitious • 
expansion. fJj 
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Hurt pride becomes I Repression of unions ‘on the increase 
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factor in border war 


By Frances WHaras In Genera 


Ethiopian and Eritrean 
troops are embroiled in 
some of the most 
serious fighting yet in 
their month-long conflict 
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By Iflcbda Wrong in Senate, 
southern Eritrea 
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The winding road from 
Asmara to Senafe, the last 
big town before you hit the 
border, is a normally busy 
thoroughfare of tracks head- 
ing north with grain from 
Ethiopia and south to Addis 
Ababa with fuel from the 
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' Repression of trade union 
activities is increasing 
| around the world, the Inter- 
i national Confederation of 
Free Trade Unions says in 
its annual report on trade 
union lights published yes- 
terday. . 

The ICFTU, the largest 
international trade union 
grouping representing 125m. 
workers in 141 countries, 
says trade unionists are still 
being killed, imprisoned and 
intimidated 50 years after 
the International Labour 
Organisation adopted a con- 
vention upholding union 


rights. It is estimates 116 
states are violating trade 
union rights. 

It at trib ut es the worsening 
trend, in part, to a clamp- 
down on trade union action. 
It denounces the harmful 
effects of globalisation, such 
as exploitative working con- 
ditions in export processing 
zones. 

Colombia has the worst 
record on trade union rights, 
accounting for more than 
half - 156 - of the 299 people 
murdered last year because 
of their union activities. The 
ICFTU blames most of the 
Colombian killing s on para- 
military death sqnads. 


Another 1.680 trade union- 
ists around the globe were 
tortured or ill-treated, while 
2,330 were detained. There 
were 3,370 recorded cases of 
intimidation, according to 
the report. Unions in 79 
countries were subject to 
blatant interference or 
restrictions cont ra ry to ILO 

conventions. 

These included Norway, 
which has banned strikes in 
the ofl industry, Germany 
which forbids civil servants 
* to strike, and Australia 
which encouraged measures 
by port employers to break 
the power of the dock work- 
ers, In the US at least one in 


10 workers campaigning to 
form a un ion i s illegally 
sac ked , the ICFTU claims. 

Indonesia is cited for 
harassing the independent 
trade nninn SBSI, including 
throwing Muck tar Pakpa- 
han, its leads, in jaiL How- 
ever. he was released last 
month after President 
Suharto stepped aside, and 
under inftprpatinnai pressure 
the new government speed- 
ily ratified the 1948 ILO con- 
vention which pnshrlnes the 
rights of workers to freely 
organise and join trade 
nnlnns 

Addressing the ILO’s 
annual conference in 


Geneva. Fahmi Idris, Indon- 
esia’s manpower minister, 
yesterday confirmed that his 
government would soon rat- 
ify three other key ILO con- 
ventions outlawing forced 
labour and discrimination in 
employment, and establish- 
ing a minim um working age. ! 
• The ICFTU yesterday 
called on General Abdusa- 
lam Abubakar. Nigeria's 
new ruler, to restore trade 
onion freedoms, release 
jailed trade unionists and | 
return the country to dvfl- -1 
ian rule. In March the ILO*' 
established a committee of 
inquiry on abuse of trade 
union rights in Nigeria. 
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Eritrean port of Massawa. 

But yesterday, the hairpin 
route through the craggy 
mountain range was quiet, 
apart from a few buses and 
the odd cameL 

The dull boom echoing off 
Senafe’s dramatic rock for- 
mations explained why: just 
25km to the south. Ethiopian 
and Eritrean troops were 
embroiled in some of the 
most serious ground fighting 
yet in their one-month con- 
flict. 

The clash, taking place 
behind a military checkpoint 
closed to journalists “for 
their own safety'”, began at 
dawn and, according to the 
Eritreans, was successfully 
repulsed. 

If their claim that it was 
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However, it lies between 
two such zones, and no 
doubt because of its location 
on a key route, has become a 
site where military superior- 
ity is naturally asserted or 
denied. 

In spite of continuing pres- 
sure to halt the fighting, 
including an appeal by Presi- 


before a de facto blockade 
slapped by Ethiopia on Eri- 
trea’s air and sea links cat 
its northern neighbour off 
from the world. 

An aircraft filled with 120 
US, German. Egyptian and 
Ethiopian citizens was due 
to fly out this evening from 
an airport which had gone 


Israeli opposition leader looks 
for alternative path to peace 


NEWS DIGEST 


GUINEA BISSAU 


Barak ‘would not be blackmailed’ by religious parties and ‘would 
negotiate rather than impose' a settlement. Judy Dempsey reports 


Rebel leader demands 
president’s resignation 


dent Bill Clinton, neither of ominously quiet 


these two notoriously intran- 
sigent leaderships looked set 
to reach a compromise yes- 
terday. 

While calling for direct 
talks In front of third party 


Their departure is certain 
to fuel the expectation in 
Asmara, where the sense of 
an undeclared siege is grow- 
ing, that Ethiopia will take 
its revenge for its failure to 


W hen Ehud Barak was 
elected leader of 
Israel's opposition 
Labour party just over a 
year ago, there were mixed 
feelings about his ability to 
unseat Benjamin Netanyahu 
as prime minister. 

A former chief of staff and 
one of Israel’s most deco- 
rated soldiers, Mr Barak 


initiated by the Ethiopians is _ could hardly match what he 

to be believed, and this war himself terms Mr Netan- 

has been characterised by Despite pressure tO halt the fighting, yahu's “master of spin” and 
completely contradictory _ mm . “pretending", 

statements from both sides, neither Side (OOKS Set to Compromise In an interview with the 
that attack may have been FT, Mr Barak. 56, said it was 


launched to restore hurt 
Ethiopian pride. 

Over the weekend. Ethio- 
pian newspapers had 
asserted that Addis Ababa 
had reconquered the border 
town of ZaJambcssa, which 
straddles the frontier - an 
assertion conclusively and 
embarrassingly disproved on 
Monday when journalists fol- 
lowing the Eritrean army 
penetrated some 20km Into 
Ethiopian territory. 

Zalambessa itself is not 
generally cited as being in 
the frontier areas in dispute 
between the two countries. 


mediators, Eritrea's Presi- 
dent Isaias Afewerki admit- 
ted that he expected the con- 
flict to escalate. 

Tn Addis Ababa. Meles 
Zenawi. Ethiopia’s prime 
minister, lashed out at what 
he called “a pattern of pre- 
varication. a pattern of try- 
ing to draw out the process 
and consolidate their hold 
on our territory.” on the Eri- 
trean side. 

With no apparent progress 
on the diplomatic front, the 
few remaining foreigners in 
Asmara were getting out 


triumph on the ground, by 
carpet-bombing the city's 
civilian areas. 

The idea of Ethiopia's air- 
force targeting the capital of 
its closest ally would once 
have seemed unthinkable. 

But since 44 people died 
last week In an Eritrean air 
strike on the northern Ethio- 
pian town of Mekele - 
deaths the Eritreans say 
were the result of human 
error when aiming for Mek- 
ele airport - emotions in 
Addis Ababa are r unning 
high. 


time for Mr Netanyahu to 
push forward the peace pro- 
cess or else make way for a 
j better government 

In some ways, Mr Netan- 
yahu has, never looked 
weaker. He is increasingly 
i beholden to the religious 
parties who hold the balance 
of power. He has slowed the 
peace process even though 
the majority of those ques- 
tioned in recent opinion 
polls want Israel to pull bade 
from the West Bank. He has 
damaged relations with the 
US, the European Union and 
Arab states because of what 


they said is his intransi- 
gence on coming to a deal 
with the Palestinians. 

Yet Mr Barak has failed to 
capitalise on Mr Netan- 
yahu’s failures and to make 
a decisive impact on opinion 
polls, in which they are 
roughly equal. 

Some of Mr Barak's col- 
leagues said this was 
because be is a reluctant 
leader of the peace camp. 
Others said he had foiled to 
build a core leadership, a 
shadow cabinet and a coher- 
ent strategy. Meanwhile the 
traditional leftwing/peace 
activists said he shunned 
Yassir Arafat, president of 
the Palestinian Authority, as 
much as he avoided conflict 
with the settlers in order to 
win over the centre. 

Mr Barak’s response is 
that with his s e c urity back- 
ground be is trying to create 
a wider internal consensus 


manoeuvring, deceiving and 
delaying the peace process 
ruins the mutual trust, the 
essence of any negotiations. 
Without trust, Netanyahu 
found himself suspecting the 
other side of trying to 
destroy the peace process. It 
becomes a self-fulfilling 
prophecy," said Mr Barak. 
He has no doubt if the peace 
process stops, “we will end 
up with a volcanic eruption 
with a lot of people dead”. 

To revive the peace pro- 
cess. Mr Barak would stop 
cornering Mr Arafat. “We 
don’t have any interests in 
cornering Arafat, our rival 
but also a partner," said Mr 
Barak. “What would be the 
point? He could be replaced 
by Sheikh Ahmed Yassin 
[the spiritual leader of | 
Hamas, the Islamic Resis- 
tance Movement], who is get- 
ting of millions of dol- 
lars from Arab governments 


The head of rebel forces in Guinea Bissau yesterday 
demanded the resignation of President Joao Bernardo Vieira 
to spare the country bloodshed, saying the government had 
lost control. | 

Proclaiming himself head of a provisional military junta, 
Ansumane Mane, the former armed forces' chief whose sack- 
ing on Saturday sparked the revolt, said government troops 
were powerless to prevent rebels taking over. 

-There was no immediate response from the government 
whose forces apparently launched a failed bid to drive rebate 
out of their stronghold In a military complex on the outskirts 
of the city earlier In toe day. 

Shortly after toe rebels issued their statement, heavy shell- 
ing was heard from around toe barracks but it was not imme- 
diately dear who was doing toe firing. 

Mr Mane said his troops, entrenched in a military complex 
on the outskirts of the capital, could laisich a general offen- 
sive to seize the city but they were anxious to avoid dvifian 
casualties. 

Mr Mane, whose sacking was linked with charges that 
senior army officials had been involved in arms smuggling, 

Mid his forces had no tong-term political ambitions and that 
the junta aimed to prepare “free and transparent" elections in 
July- Reuters, Lisbon 
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for peace. “Mr Security”, as to finance terrorism." 


CONTRACTS & TENDERS 


REPUBLIC OF LEBANON 
MINISTRY OF MUNICIPAL AND RURAL AFFAIRS 
COUNCIL FOR DEVELOPMENT AND RECONSTRUCTION 
SOLID WASTE f ENVIRONMENTAL MANAGEMENT PROJECT 
INVITATION TO TENDER 
CA2AOF BAALBECK. 

PACKAGE 8.a: CONSTRUCTION OF A SANITARY LANDFILL 
The Republic of Lebanon has received a loan (No. 3899- LE) from the International Bank for Reconstruction and 
Development (IBRD) towards the cost of the Solid Waste / Environmental Management Project (SWEMP) for 
Lebanon and intends to apply part of the proceeds of this loan to cover eligible payments muter the contract for the 
above' mentioned package for the caza of Baalbcck 

The Government of Lebanon , represented by the Ministry of Municipal and Rural Affairs and the Conncfl for 
Development and Reconstruction (COR), invites sealed bids from eligible contractors for the construction of a 
sanitary landfill including earthmoring works, concrete worts, structural steel works, and waterproofing works 
using geomcrabrane (HDPE) / geo textile. 

This project will be administrated by CDR, based upon the World Bank’s guidelines. Contractors who have already 
undertaken similar projects arc invited to apply' for the above-mentioned project and will be subject to Post 
Qualification according to the criteria stated in the bidding documents. 

Bidding documents may be purchased at the Council for Develop meat and Reconstruction, Tailet el Serail, Beirut, 
Lebanon, phone: 961-1-98(43112, facsimile: 961-1-864494, for a non refundable fee of USS 500 (fire hundred) or its 
equivalent in a freely convertible currency to the form of a banker's certified check in the name of the Conned for 
Development and Reconstruction starting on Wednesday 10 June 1998. Interested bidden may obtain farther 
information at the same address. 

Bids shall be valid for a period of 90 days after Bid opening and must be accompanied by a security of USS 50,000 
(fifty thousand) or its equivalent in a convertible currency, and shall be delivered to: Council for Development and 
Reconstruction, Tailet d Serail, Beirut, Lebanon, on or before twelve o’clock (noon, Beirut local time) on Friday 24 
July 1998. Bids will be opened at twelve o’clock (noon, Beirut local time) oo the same day in the presence of the 
bidden who wish to attend. 


be is sometimes known, said 
he can deliver on peace, 
security - and defeat Mr 
Netanyahu. 

With the Palestinians, he 
Bald he did not care if they 
established their own state 
provided it had no modem 
air force or surface-to-air 
missiles. But in talks he 
would establish “red lines": 
Jerusalem would stay 
united; there would be no 
return to pre-1967 borders; 
no 'modem armed forces 
west of the Jordan river and 
“most of the Jewish settle- 
ments in a few big blocks.' 
but not necessarily aQ the 
isolated settlements, would 
stay under our sovereignty”. 

These red lines hardly dif- 
fer from Mr Netanyahu’s 
agenda. Bnt Mr Barak's 
agenda does differ in two 
respects. He said he would 
not be blackmailed by any of 
the ultra-orthodox or reli- 
gious parties who hold the 
balance of power in the. 
Netanyahu government: 
“They wfll not have lever- 
age," he said. His bill to 
draft religious students into 
the army has already won 
wide support from seculars 
and boosted party morale. 

And unlike Mr Netanyahu. 
Mr Barak’s view of security 
is based on negotiating and 
not imposing a peace on the 
Palestinians or Israel’s 
neighbours. 

“Mr Netanyahu's tactics of 


With Hamas getting stron- 
ger, Mr Barak Is contemptu- 
ous of Mr Netanyahu for 
squandering the chance to 
make a “reasonable peace" 
before the window of oppor- 
tunity dosed. 

That window of opportu- 
nity for peace opened with 
toe end of the cold war anrf 
Gulf war. It will, said Mr 
Barak, be closed when 
“some Arab nation win have 
nuclear devices and the 
means to launch it or maybe 
through a new wave of fun- 
damentalist vitality among 
Moslem nation states". 

In the meantime, Mr 
Barak blamed Mr Netanyahu < 
for failing to consolidate ! 
relations with its neigh- 
bours. with Egypt and Jor- 
dan with whom Israel sjgrred 
peace treaties in 1979 and 
1994 respectively. He said he 
would “conclude the inner 
ring" of peace treaties by 
adding to it a Palestinian, 
and even a Syrian treaty 
which is “achievable". 

Yet in trying to forge trust 
and revive good relations 
with its neighbours, Mr 
Barak has no illusions about 
the difficulties ahead in ach- 
ieving peace. “There wfll be 
terror. We are not going to 
lie to the people. We will tell 
them the truth. But I have 
reached the conclusion that 
we need peace for the secu- 
rity and continuation of 
Israel." 


Teachers in go-slow protest 


Souto Africa's education system nearly ground to a halt yes- 
terday as thousands of teachers Joined a go-stowto protest 
against staff rationalisation. 

Industrial action started yesterday morning after negotia- 
norra between toe education ministry and toe teachers’ union, 
ended in deadlock. Negotiations were resumed yesterday In ft 
ttdto avert marches tomorrow and a fuJJ-scaie strike next 

WOOrC 

• The industrial action underlines toe widespread opposition 
^^Sovemfrwrt’stoogh stance on fiscal policy. It has 

dBficrt to 3 -5 per cent of gross domes- 

???* 4percent ’ despite economic growth 
falling far short of Initial expectations. 

ha lf ome rBtetiv ^y HflhOy in toe defidt-cut- 
3porK * ing on education still a relatively high . 
/^per cent of GDP. up from the previous fiscal year's 6.6 per 

® ducatton ® comparatively high. 
SaJariQ8 *** ^ government vwmts to 
*** ^sources for building 

schools and providing books. Greta Steyn, Johannesburg 


UZBEKISTAN 


Warning on Islamic extremism 


Tf Uzbek prask3am - yesterday called for a 

teton,c extremism in Cenb-aiAsia and urged 
reotonar governments 


raksnic extremism in Central Asia and urged 

s'ssar ^ *■ 

“Religious extremism knows nn KrirWnaa — _i u a 


FWjjous extremism knows no borders and so It poses a 

threat to ail of us." said Mr Karimov. 

01 Ua **= vrere Moslem 

anq sato re ligious freedom should be safeguarded for all. But 
Mded that extreme forms of Islam threatened regional stabli- 

tl ^ 3rBad ^ ,SIamic ideas from 

mai "^ ln th8 1 ^ 1 °" he w 
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WORLD TRADE 


Poles’ steel 
sell-off may 
defuse row 


By Samar Iskander In Brussels 

Poland's state-controlled 
steel industry is to be priva- 
tised by 2001, according to a 
report submitted this week 
by the government to the 
■European Union. 

The report is expected to 
defuse a potential trade war 
that has been brewing' since 
Poland failed to reduce 
import duties on steel from 
the EU. Under an existing 
agreement, Poland was 
scheduled to lower its 9 per 
cent duty on EU steel to 6 
per cent last year and 3 per 
cent this year. Last year the 
EU requested a comprehen- 
sive restructuring plan for 
the Polish steel industry, In 
exchange for accepting a 
one-year extension of the 9 
per cent duty. 

An EU official said the 
Commission was “very 
happy” to have received the 
report, but that it was 
“going to take time to assess 
the proposals” contained in 
the 150-page document 

Privatisation is part of the 
llbn zloty ($3^bn; plan to 
transform and modernise the 
steel industry by 2005. The 
plan is expected to result in 
40,000 redundancies among 
the industry’s total work* 
force of about 90,000. The 
Polish official said up to lbn 
zloty would be allocated to 
social measures. 

“Thanks to the modernisa- 
tion plans, in three to four 
years all our production 
facilities will be able to lace 
international competition 


without any subsidies from 
the state,” the official said. 

The Commission said yes- 
terday it would send compe- 
tition experts to Poland, pos- 
sibly from next week. 

EU an<l Polish n ffief ala will 
meet in coming weeks, 
before a final, version of the 
report is officially submitted 
to the Commission by the 
end of the month. 

• The European Union is to 
provide te chnical J ft a fffefcinVy 
to facilitate Ukraine's acces- 
sion to the World Trade 
Organisation. 

The decision was reached 
yesterday as part of the first 
Cooperation Council meet- 
ing in Luxembourg, daring 
which EU and Ukrainian for- 
eign ministers adopted a 
framework for future talks 
on trade, investment and 
nuclear safety. An EU offi- 
cial said the meeting was 
“the starting point for equal 
treatment [of EU compa- 
nies], which should makp it 
easier for EU companies to 
do business in Ukraine". 

The talks, however, failed 
to resolve a dispute oyer 
concessions extended by 
Ukraine to Daewoo, the Kor- 
ean car maker. The BU set 
an ultimatum, giving 
Ukraine two months to can- 
cel what it describes as dis- 
criminatory tax advantages 
to convince Daewoo to 
invest in the country. “The 
concessions basically mean 
that Daewoo will be the only 
cars sold in Ukraine for the 
next decade.” raid an official 
close to the negotiations. 


Italy’s piracy 
bill may stem 
US losses 


By James BBz ta Rome 

US government officials are 
closely monitoring the 
passage through the Italian 
parliament of ne w 
legislation combating video 
piracy and other forms of 
copyright in fr ingement' 

US industry believes it has 
lost some $2bn over the last 
three years through the 
illegal taping and resaleiin 
Italy of videos, compact 
discs and computer software. 
Hopes are rising that an 
“anti-piracy bill” in its final 
stages of approval will 
reduce the problem by 
means of staffer criminal 
penalties. 

For several years, US 
companies have been 
worried by the sheer scale of 
Italian copyright 
infringement, which is 
larger than in any other 
European state except 
Russia. 

US trade losses from 
piracy in Italy equalled 
about $58Qm last year. 

Many businesses both in 
the US and elsewhere fear 
that, as the hardware 
required to record 
high-quality pictures and 
sound becomes easier to 
acquire, the scale of the 
problem could worsen. 

In recent months, the 
Italian authorities have tried 
to crack down on the 
problem by raids on criminal 
gang g operating in the black 
market. 

In March, police arrested a 
gang in Naples whose 
hideout contained 13 items 
of sophisticated film 
reproduction equipment and 
255 master tapes. 

Earlier this month, the 
authorities in Ravenna 
carried out a similar raid In 
which they seized 10,000 
floppy computes discs 
containing individual 


software programmes valued 
at around L4bn ($Llm). 

: However, Italian officials 
admit that actions of this 
kind only scratch the surface 
of the problem . 

Tile . “anti-’ptrAcy" bill 
about to be debated by the 
Italian chamber of deputies 
introduces tighter penalties, 
including a minimum 
three-year jail sentence and 
increased fines for people 
engaged in the business. 

' “We hope this legislation 
Is going to pass through the 
chamber - of deputies 
quickly,” said one US official 
this week. 

“The effective 

implementation of 
anti-piracy laws Is of interest 
to many of our companies.” 

Piracy problems In Italy 
are common to those 
elsewhere, but of particular 
concern to US officials are 
pirated videos which are 
often available long before 
the original video has come 
to the market. Unauthorised 
film performances also take 
place on some of Italy's 800 
private TV stations. 

In addition, some 20. per 
cent of the Italian CD 
market is made. up of bootleg 
CDs, although the figure in 
1995 was even higher at S3 
per cent In Naples, black 
market CD replicators with a 
capacity of producing 
around 2AOO CDs a day are 
commonplace. - 

Pirated ' computer 
programmes are 1 becoming 
an Increasing problem. 

There was considerable 
publicity in Italy last year 
when a district judge 
acquitted . a man accused of 
pirating computer software 
on grounds that he was not 
considered to be making a 
significant amount of money 
out of the operation. The 
anti-piracy law Is expected 
to tighten this loophole. 


Business hopes Clinton will boost long-term China ties 


The political climate is less hospitable, but the administration 
is stepping up efforts to narrow differences ahead of the 
president's forthcoming trip to Beijing, writes Tony Walker 


U S business hopes Presi- 
dent Bill Cliuton's forth- 
coming trip to Beijing 
will project US-China rela- 
tions beyond the annual 
wrangle over Most Flavoured 
Nation trading status and 
cal m congressional opposi- 
tion to more extensive ties- 
Business leaders also see 
progress , on China’s acces- 
sion to the World Trade 
Organisation as key to a suc- 
cessful mission. The admin- 
istration is intensifying 
efforts to narrow differences 
in preparation for the visit, 
with the despatch to Beijing 
of a team representing the 
office of the US Trade Repre- 
sentative. 

“We need to recognise that 
we are going to have differ 
eoces. but at the same time 
build on the preponderance 
of our strengths,” says 
George Fisher, head of 
Kodak, which is investing 
$lbn in China over the next 
few years. 

But US business recog- 
nises that allegations both 
over Chinese contributions 
to Mr Clinton's re-election 
and improper transfers of 
satellite technology have 
made the political climate 
less hospitable. Congress's 
□ear-unanimous vote seek- 
ing to restrict new agree- 
ments on technology trans- 
fer is one example of the 
fractious mood. 

The US-China Business 
Council, which represents 
US companies La rthlna. haa 
stepped up its campaign to 
emphasise the positive 
aspects of what is arguably 
the most important US rela- 
tionship of the post-cold war 
period. 


Iridium 
in 200 
telecoms 
pacts 

By Christopher Price 
in San Francisco 


Iridium, the satellite 
telecoms company which 
plans to launch the first 
hand-held gobai- cellular 
phone service in September, 
said yesterday it had signed 
agreements with more than 
200 telecoms operators 
around the world. 

The deals wQl mean that 
the Iridium service, enabling 
calls to be made to and from 
any location in the world, 
will be available to some 
72m mobile subscribers. 

Users of the service will 
need a special phone, expec- 
ted to retail for $3,000. Cal- 
lers win use the terrestrial 
networks of Iridium's part- 
ners where possible, switch- 
ing to the satellite system 
only when a call is made 
outside their service areas. 
Cost of a satellite call is 
likely to be $448 a minute in 
western markets. 

Iridium has also concen- 
trated on marketing the ser- 
vice to developing countries 
and has signed agreements 
with some 80 governments 
or official organisations in 
Africa, south-east Asia and. 
Latin America. They want 
the service because it win 
allow them to have a tele- 
coms network without the 
prohibitive cost of terrestrial 
Infrastructure. The cost of 
calls in these regions will be 
substantially lower. 

Iridium, in which Motorola 
of the US is the biggest 
shareholder, has not dis- 
closed its prices yet, but ana- 
lysts think a satellite call in 
developing countries will 
cost $1-52 a minute. Agree- 
ments include those with 
Telecom Italia, Mmiphone of 
Argentina, Cellnet and 
Orange of the UK, and Page- 
Net of the US. 
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But it recognises difficul- 
ties exist "The US-China 
relationship today requires 
intensification, not incinera- 
tion," says Robert Kapp, 
president of the council. 

US companies' success In 
China is critical for them to 
maintain global competitive- 
ness, the council says. It 
notes China has become the . 
US’s fifth biggest trading 
partner, and exports to 
China (including Hong 
Kang) have doubled to $35bn 
since 1990, outpacing the 
growth of any other major 
export market. 

The steeply rising trade 
deficit with China has also 
been a bone of contention in 
the US. . “But despite this 
rapid growth. US companies 
face a host of obstacles to 
penetrating the China mar- 
ket”. 

Though China is moving 
from a centrally controlled 
economy to a more transpar- 
ent market-based system. It 
still restricts foreign partici- 
pation in many areas of the 
domestic economy. 


It Tflfl jntajTm a non-trans- 
parent and sometimes arbi- 
trary legal and regulatory 
regime, and denies national 
treatment to many foreign 
goods and services, accord- 
ing to the business council. 

The council believes fur- 
ther progress on market 
access to China for US com- 
panies is critical to main- 
taining the momentum of 
the overall US-China rela- 
tionship. In a report* 1 , 
“China and the WTO: Criti- 
cal Issues and Objectives", 
the council underscores the 
importance of the WTO dis- 
cussions. 

“A commercially (and 
politically viable) agreement 
must address US industry’s 
concerns for opening China's 
domestic market to US 
industrial and agricultural 
goods,” the report concludes. 

“Likewise, US service 
industries deserve access to 
the Chinese market. 
Whether China accedes to 
the WTO in this fniTlgnnhim 
hinges on Beijing’s commit- 
ments in these areas.” Mr 



Balling’s Forbidden City has remained relatively free of advertising for foreign products but Kodak has 
made Inroads and plans to Invest more than Slbn in China during the next tow years flP 


Clinton should make clear 
that WTO accession will be 
accompanied by permanent 
granting of MFN to China, it 
adds. 

“Failure to do so at the 
appropriate time would dem- 
onstrate bad faith, and dam- 
age the United States' eco- 
nomic interests.” 

The council report identi- 
fies wide gaps between WTO 
requirements and Beijing's 
position. US business, which 
recognises that ultimately 
political intervention is 
required to narrow differ- 
ences, hopes the Clinton mis- 
sion will spur negotiations 
in areas where China's offer 
is inadequate. 

The list includes market 
access for agricultural and 
industrial goods and ser- 
vices; national treatment 
where countries undertake 
not to discriminate against 


foreign companies in favour 
of domestic ones; subsidies 
where Chinese state enter- 
prises continue to receive an 
unfeir advantage over non- 
state entities, and tariffs 
where the US in bilateral 
negotiations on WTO entry 
has requested cuts in about 
4.000 tariff lines. 

One or the US's main con- 
cerns is that China commit 
itself to upholding principles 
of the Information Technol- 
ogy Agreement ilTAi. cor- 
nerstone of its attempts to 
preserve open markets for 
the sale of IT products in 
which it leads the world. 

China is a signatory to the 
1TA, but its preliminary 
offer lodged this year is 
regarded by ITA participants 
as inconsistent with the 
agreement It includes long 
phase-in periods (in some 
cases extending beyond 2005) 


and exempts products of par- 
ticular US concern, such as 
telecoms equipment 
Henry Scbacht. senior 
adviser to Lucent Technolo- 
gies which operates five 
joint ventures in China man- 
ufacturing telecoms hard- 
ware. believes the Clinton 
mission is “very important” 
os part of efforts to prise 
open the China market 
“Our mission should be,” 
he says, “to continue to 
encourage our Chinese 
friends to move to a more 
open view of their economy: 
more transparent more pre- 
dictable and more accommo- 
dating to what they really 
want, which is inward 
investment and and transfer 
or technology." 

* China and the WTO: Criti- 
cal Issues and Otyectives. The 
United States-Chma Business 
Council 
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The NatWest/FT Export Excellence 
Awards give you the opportunity to 
become the country's leading 
exporter of 1998. Whatever the size 
of your UK based export company, 
we're looking for aU round excellence 
and o vision for the future. Entry Is 
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After winning one of the Regional 
Awards, each of which is worth 
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company against the UK's best exporters. The prize also includes a 
training bursary, together with the losting benefits of free publicity, 
enhanced business reputation and the right to use our mark of 
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As a winner you'll raise your 
company's profile and boost your 
staff morale. But whether you win or 
not, you’ll be reworded with feedback 
from our expert judging pond, drawn 
from NatWest and KPMG under the 
Chairmanship of the Director General 
of the Institute of Export. 

If you think you could be the 
NatWest/FT Exporter of 1 998 call our 
freephone number today for entry details and an application form. 
Alternatively , visit our web site at www.exportEKceteeowtatis.co, tie 

Coll 0800 592 936 
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Intel vows to fight antitrust charges 


By Louise Kehoe 
in San Rrandsco 


Intel wiU fight antitrust 
charges filed by the Federal 
Trade Commission, if neces- 
sary appealing to a federal 
court to overrule the com- 
mission. Craig Barrett, 
newly appointed chief execu- 
tive of the semiconductor 

mnnufa ptiirwr, said during a 
visit to Tokyo yesterday. 

The world's largest chip- 
maker, Intel is charged with 
abusing its market power by 
coercing some of its custom- 
ers in the computer industry 


to drop patent claims against 
Intel. Intel withheld, or 
threatened to withhold, 
information about new chips 
and prototype samples from 
those customers. 

Mr Barrett said the anti- 
trust case would have “little 
effect" on fiitel’s business in 
the short term. However, in 
the longer terra, should Intel 
lose its legal battle, the case 
could “chill Intel and all 
future innovators" and harm 
the personal computer 
industry, Intel has argued in 
a related lawsuit 

The FTC had misinter- 


preted antitrust law. Mr Bar- 
rett said yesterday. The 
patent infringement disputes 
were a “customer relations" 
issue, not a restraint of com- 
petition with rival chip- 
makers, he said. Central to 
the case against Intel is a 
dispute between the chip- 
maker and Intergraph, an 
Alabama manufacturer of 
computer workstations. 
Intergraph separately filed 
patent infringement and 
antitrust charges against 
Intel in November and won a 
preliminary court order 
against Intel in April. 


The order forced Intel to 
share information and prod- 
uct samples with Intergraph, 
pending the outcome of the 
case. The order is very simi- 
lar to “remedies” proposed 
by the FTC, which would 
apply to all Intel customers. 

In its appeal against the 
judge's order in the Inter- 
graph case, Intel lays out the 
expected effects in the first 
detailed indication of how 
Intel will address the FTC 
charges. The order “deprives 
Intel of its right as a patent- 
holder to selectively license 
and sell" its technology. 


Innovation in the PC indus- 
try would slow if Intel was 
prevented from pursuing its 
current practice of s h a ri ng 
technology in advance of 
product introductions with 
about 20 of its largest cus- 
tomers. Intel said yesterday. 

Intel should not be com- 
pelled to do business with 
any particular computer 
company, the chipmaker 
argued in the Intergraph 
case. "Even a monopolist 
may deal with whomever it 
chooses and has no general 
duty to help its competi- 
tors," Intel said, citing case 


law. Appeal courts have held 
that companies “ca nn ot be 
held liable under {antitrust 
law J. . . by refusing to license 
the patent to others," Intel 
said in its legal brief. 

Intel’s reasons for with- 
holding information and 
product samples from Inter- 
graph were “very legitimate" 
the cbipmakpr argued, not- 
ing that it had the right to 
choose not to do business 
with companies that filed 
lawsuits against it 


InlBf cats chip prices, 
Page 18 



Republicans get a queasy feeling as 
US gears up for mid-term elections 


By Gerard Baker 
in Was hi ngt o n 

A few months ago. 
Republicans bad every rea- 
son to relish their prospects 
in this autumn’s mid-term 
congressional elections. 

If past contests were any 
guide, this should prove to 
he a bumper year for the 
party in which it could 
expect to consolidate its grip 
on both houses of Congress, 
won emphatically in 1994 
and retained in 1998. 

For one thing, the party 
could reasonably hope to 
gain from a traditional voter 
swing against the party in 
control of the White House. 

Furthermore, the continu- 
ing air of crisis around the 
White House, engulfed in 
more sex and cover-up scan- 
dals, should strengthen the 
tide in Republicans’ favour, 
they believed. 

It seemed probable that 
the party's majority of 21 in 
the House and 10 in the Sen- 
ate would rise, improving 
prospects for their legislative 
plans and giving them a 
strong launch pad for the 
presidential contest in 2000. 

But as the last major pri- 
mary contests conclude this 
month across the country 
and campaig ning begins in 
earnest for November’s elec- 
tions. the early sunny mood 
among Republicans has dis- 
sipated. 

Troubled voices - includ- 


ing advisers to the House 
Speaker. Newt Gingrich - 
are suggesting that not only 
might the party not increase 
its majorities, but in the 
House of Representatives at 
least, it may actually lose 
seats and perhaps even relin- 
quish control to the Demo- 
crats. 

And Democrats, having 
been carefully playing down 
expectations about the elec- 
tions. are now suddenly 
upbeat. 

Why have Republicans fal- 
tered. and how good axe 
their opponents' chances? 

In line with the famous 
dictum that all politics is 
local, the reason for the 
change in sentiment has 
much to do with a composite 
of not necessarily related 
factors in individual dis- 
tricts. But there is also a 
malaise among Republicans 
at the national level that 
seems to be damaging the 
party’s chances. 

Even the most optimistic 
Democrats accept they have 
almost no hope of winning 
back the control of the Sen- 
ate they lost in 1994. The 
Republicans currently have 
a majority of 55-45. More 
Democrat senators are step- 
ping down fhjs year than 
Republicans, depriving the 
party of the most powerful 
electoral weapon - incum- 
bency. 

As a result Republicans 
expect to take a few states - 


most likely Arkansas and 
Ohio, where tbe popular 
Democrat John Glenn is 
stepping down. Democrats 
should win one back in Indi- 
ana. where Republican Dan 
Coats Is retiring. 

Among the small handful 
of incumbents who are in 
some danger, Democrats 
again outnumber Republi- 
cans. 

The controversial AI 
D’Amato in New York is the 
Republican in most jeopardy 
- challenged by Geraldine 
Ferraro, the former Demo- 
crat vice-presidential candi- 
date. 

On current form, the likely 
outcome in the Senate is a 
Republican gain of between 
two and four seats. 

B ut the House looks 
rather different. Again 
incumbency is a big fac- 
tor. A few months ago. more 
Democrats were planning to 
step down than Republicans. 
But a rash of recently 
ann ounced retirements 
among Republicans has 
deprived them of that Impor- 
tant advantage and in early 
polls. Democrats seem to 
have a slight edge in the 
vacant seats. 

Many of these are in a 
large swathe of districts 
across the Midwest - where. 
Democrats say. Republicans 
have picked extreme conser- 
vative candidates who are 
turning off voters. 


There is, however, also a 
national problem - a badly 
divided Republican party. 

The enthusiasm of tbe par- 
ly’s "young Turks", elected 
on a conservative platform 
(the Contract with America) 
in 1994, has given way to 
mounting fr u s tr ation at the 
apparent timidity of the 
leadership of Mr Gingrich 
and some of his colleagues. 

Since the infamous gov- 
ernment shutdowns in 1995. 
the leadership has toned 
down its radicalism and 
opted for a quieter life. This 
moderation and inaction has 
enraged conservatives. 

The Republican divisions 
have helped Democrats, who 
by contrast, are displaying a 
rare unity. Tbe party’s more 
liberal wing in the House 
Tian found wvnm nn cause 

with the New Democrat 
moderation of Mr Clinton, 
around a set of policy initia- 
tives by the president this 
year in health and child 
care, social security, and 
education. 

In the end, though, thin 
Democratic recovery will 
probably stop short of taking 
them to a majority in the 
House. 

The abiding electoral force 
this year is likely to be sup- 
port for incumbents - a 
strong economy will proba- 
bly see enough Republican 
Incumbents home to enable 
them to maintain their 
majority. 



And yet there is one 
caveat - the slow but inexo- 
rable march of tbe Investiga- 
tion into the president by 
Kenneth Starr, the indepen- 
dent prosecutor. 

Mr Starr is the genuine 
wild card in the pack. If 
between now and November 
he drops on to the desks of 
congressmen a report caning 
for impeachment of the pres- 
ident over obstruction of jus- 
tice in the Monica Lewinsky 
affair, the political landscape 
could change overnight. 

While some Republicans 
hope such a report would 


turn the tide of public opin- 
ion in their favour and 
against the president, more 
are troubled that the voters 
would rally round the presi- 
dent against what is still 
widely seen as an intrusive 
and partisan Investigation. 
That could produce big gains 
for the Democrats. . 

That is why, for all then- 
public nails for the inquiry 
to move' ahead speedily, 
many Republicans are qui- 
etly hoping Mr Starr will 
keep his show going until 
November is safely out of 
the way. 
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COLOMBIAN TELECOMS 

Bogota sell-off approved 

Strategic Investors will finally have a chance to bay ® 

Bogota's municipally owned telephone cOTpany^Emp^a 
Tetecomunteaciones de Bogota (ETB). lowing 
approval of the sale late on Monday by the dty 
cfl The world’s largest telecoms companres have had to watt 
more than two years for the opportunity to buy a stake m the 
biggest of Colombia's municipally owned phone service Pro- 
viders. Numerous attempts by previous city mayors were frus- 
trated by opposition In the Council. 

British Telecom. Germany’s Deutsche Telekom and US- 
based GTE are among the most likely contenders to buy an 
initial block of ETB shares according to investment banks who 
have followed the progress. 

Sergio Regueros, ETB president, said the company was 
worth $2 bn according to a valuation of the company made by 
Citicorp In 1997. 
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US INVENTORIES 

Fears of unsold stock ease 

US wholesale inventories at the end of April dropped unex- 
pectedly by 0.6 per cent from March’s level, the Commerce 
Dep ar tm en t reported yesterday. This will ease some fears that 
the Asia currency crisis has led to a dangerous build-up of 
unsold stocks of goods. 

However, according to Gordon Richards, an economist with 
the National Association of Manufacturers, the widely expec- 
ted economic slowdown is “now In foe process of arriving". 
The overall number of hours worked has stalled this spring, 
while factory activity has flattened and manufacturing job 
losses have accelerated. 

“Consumer spending will slacken, while employment and 
income gains fai to sustain the strong growth of the first 
quarter,” Mr Richards sakL Nancy Dunns, Washington 


INTEREST RATES MARKETS EXPECT RISE 

A$ fall may 
force delay 
in elections 


By Gwen Robinson in Sydney 


The continued slump in the 
Australian dollar to 12-year 
lows fuelled speculation yes- 
terday that a politically 
risky - and increasingly 
inevitable - rise in interest 
rates may force the govern- 
ment to delay elections. 

Mr Howard has tbe 
authority to call elections 
any time because of a parlia- 
mentary' deadlock over his 
proposed amendments to a 
controversial aboriginal land 
rights bill. He has indicated 
he intends to call an election 
within three months, 
although he is not obliged to 
go to the polls until May 
next year. 

The dollar yesterday- 
resisted repeated attempts 
by government ministers to 
reverse its decline, staying 
around 59 US cents, the level 
reached on Monday and its 
lowest point since mid-1986. 

Early yesterday, the cur- 
rency reached a four-day 
high of about 60.1 US cents 
following the abrupt schedu- 
ling of a 9.30am press confer- 
ence by Peter Costello, the 
treasurer, and rumours the 
Reserve Bank of Australia, 
the central bank, would 
announce an increase In the 
5 per cent official cash rate 
to defend the dollar. 

But the Reserve Bank 
made no change to monetary 
policy, despite evidence it 
bad unsuccessfully spent 
more than A$3bn (USSl.Tbn) 
since late last week trying to 
support the currency. 

Yesterday Mr Costello 
merely stressed Australia's 
economic fundamentals and 
said the dollar's plunge bad 
“ignored" the economy's 
steady growth, low inflation 
and projected budget sur- 
plus. 

Markets, however, went 
ahead and priced in expecta- 
tions of an imminent rate 
increase of at least 50-75 
basis points, sharply lifting 
yields on Australian bonds 


and bank bills to their high- 
est levels this year with the 
benchmark August 2008 gov- 
ernment bond yield rising to 
5.65 per cent from Friday's 
5.52 per cent and 90-day 
bank bills to 5.71 per cent 
from 5.12 per cent 

Leading commercial hanks 
added to pressure for a rate 
increase, saying yesterday 
they were considering rais- 
ing interest rates on some 
fixed home loan products. 
Just days after they cut such 
rates, while HSBC Australia 
raised interest rates on some 
of its term deposit accounts. 

The Sydney Futures 
Exchange, meanwhile, 
reported the most active 
trading day In its 39-year his- 
tory and said trading in its 
benchmark interest rate con- 
tracts showed a "massive 
change" in market senti- 
ment toward monetary pol- 
icy. 

For Mr Howard, however, 
an increase of one percent- 
age point or more in Interest 
rates would be deeply 
unpopular and almost cer- 
tainly force the delay of elec- 
tions beyond his desired 
schedule of August or Sep- 
tember, commentators said. 

“Thin® have steadily got- 
ten worse for the govern- 
ment: they’ve just fallen 
behind fthe Labor opposi- 
tion) again in the polls, 
they’re facing further dam- 
aging revelations in the 
waterfront dispute and 
they’re likely to lose the 
Queensland election (to be 
held this coming weekend)," 
said John Edwards, senior 
economist at HSBC Markets. 

The dollar’s recent slide 
made it "virtually Impossi- 
ble" for the government to 
meet its inflation target of 
2.75 per cent In the financial 
year to June 1999, he added. 

The economy grew 4.9 per 
cent in the year to March 
despite Asian economic tur- , 
moil, and interest rates are 1 
at their lowest in nearly 30 
years. 


ASIA-PACIFIC : 


Mitsui being investigated 
over development aid bid 


By Michryo Nakamoto (a Tokyo 


Japan’s foreign ministry is 
conducting a highly unusual 
investigation of Mitsui, one 
of the country’s leading trad- 
ing, companies. for passible 
irregularities in its success- 
ful bid for a government aid 
contract in Bhutan. 

It is examining whether 
Mitsui was involved in the 
misappropriation of at least 
Y40m ($285,000) in Official 
Development Assistance 
(ODA) by a consulting com- 
pany. Nippon Telecommuni- 
cations Consulting. 

NTC, which has publicly 
admitted to the allegations, 
has been banned from ODA 
contracts for nine months 
and ordered to repay some of 
the funds. 

Mitsui, which won the bid 
to provide equipment for the 
project denies that it was 
involved in any misappropri- 
ation. 

"We thought the consult- 
ing company had adopted 
the necessary procedures," 
Mitsui says. 

However, the foreign min- 
istry believes that, given 
Mitsui’s expertise in ODA 
projects and the fact that its 
staff were present at consul- 
tations on the Bhutan proj- 
ect. "it is difficult to believe 
that Mitsui was not 
involved". 

The revelations support a 
widely held view that when 


Japan’s rid to Indonesia 
&ani aid, technical aid. tens (Sbn) 
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politicians, trading compa- 
nies and Japanese official 
development assistance 
come together, the result is 
often open to question. 

Japanese ODA in Indon- 
esia, the largest recipient of 
Japanese aid and a country 
whose ruling elite has long 
had close ties with Japanese 
businessmen and politicians, 
is particularly telling of the 
way in which vested inter- 
ests eat into ODA funds, crit- 
ics say. Indonesia received 
5985m In ODA In 1996. 
Cumulative yen loans to 
Indonesia readied YS.iOObn 
in 1997. 

“There are many, many 
people I in Japan] who will 

he nervous about the investi- 
gations into Suharto's for- 
tunes," says one business 
consultant who worked in 


the region for a Japanese 
steelmaker for many years. 
He says that “a large propor- 
tion of ODA project feasibil- 
ity funds is actually used as 
manipulation money". 

Critics claim a large share 
of Japanese ODA investment 
has enriched members of the 
Suharto clan. "Clearly the 
backlash against Suharto 
will affect Japanese ODA 
projects," says Yoshlnori 
Murai. professor at the Insti- 
tute of Asian Cultures at 
Sophia University. 

"Suharto's assets, which 
are said to total about JlSbn, 
are not something that a 
government employee can 
make on his own." Mr Murai 
says. 

Kenicbi Asano, a professor 
of journalism at Doshisba 
University, who has written 
extensively about Japanese 
ODA in Indonesia where he 
worked for three years for 
Kyodo, the news agency, 
says: “Kyodo was in the 
same building as the Hunpus 
Group, controlled by Suhar- 
to's third sou. Hutomo Man- 
dala Putra, or Tommy'. The 
staff of Japanese trading 
companies would stop by 
and say they had just deliv- 
ered gift money to him," Mr 
Asano says. 

Such accounts are rife. 
“When I did business 
in Indonesia, we took 
a lot of ’gifts' to 
the bead of Pertamina, 


the national oil company." 

Indonesia may be particu- 
larly susceptible to corrup- 
tion involving Japanese 
ODA. With its rich natural 
resources, Indonesia brings 
together the interests of poli- 
ticians, bureaucrats and 
businessmen abkp- 

Many ODA projects are in 
fact initiated by Japanese 
companies, mainly trading 
companies, which must then 
seek the approval of politi- 
cians in the recipient coun- 
try. 

“Japanese ODA projects 
are highly politicised," says 
one foreign government 
adviser. “There are licences 
to be obtained. These things 
take political approval" 

ODA disbursement is also 
highly politicised in Japan, 
where politicians have enor- 
mous influence over the 
final decision, says Yukihlsa 
Fujita, a Democratic party 
member of parliament Poor 
disclosure and a lack of 
checks are other problems. 

The foreign ministry 
emphasises that Japanese 
ODA has helped Indonesia’s 
modernisation and is 
increasingly focused on help- 
ing the socially and economi- 
cally disadvantaged. 

But by supporting the 
Suharto regime. Japanese 
ODA has tolerated corrup- 
tion and disregard for 
human rights, says Mr 
Asano. 


Thais scale down airline sell-off 


By Ted Bardacke ta Bangkok 

Thailand’s cabinet yesterday 
approved a scaled-down plan 
to sell 30 per cent of the gov- 
ernment's stake in the state- 
owned airline, Thai Airways 
International, via the Thai 
stock market 

The decision raises ques- 
tions about the govern- 
ment’s commitment to an 
ambitious privatisation pro- 
gramme which faces strong 
resistance within both the 
government and among 
manag ement and employees 
of state-owned enterprises. 

The cabinet shot down a 
plan proposed by the finance 


ministry to sell 25 per cent of 
the company to a strategic 
partner, possibly one of tbe 
five other international air- 
lines linked with Thai Air- 
ways in the worldwide star 
Alliance. British Airways. 
Qantas and Northwest Air- 
lines had also been men- 
tioned by Thai officials as 
possible suitors. 

A sale of this sort bad 
been promised earlier this 
year to the International 
Monetary Fund. 

Instead, the sale of 235m 
government shares, plus a 
farther lOOm new shares to 
be Issued by the company to 
raise capital, will "not be 


limited” to potential strate- 
gic partners and the com- 
pany was encouraged to sell 
shares to individuals and 
institutions on tbe stock 
market, leaving Thai Air- 
ways management in con- 
trol 

The Ministry of Transport 
and Communications and 
the Thai Airways board of 
directors will also dominate 
the process of selecting 
underwriters for the sale, as 
well as its timing, a govern- 
ment official said 

The decision is a signifi- 
cant defeat for the finance 
minister. Tarrin Nimmana- 
haeminda. who was absent 


from the cabinet meeting on 
a trip to the US. 

The deputy finance 
minister, Ptsit Leeahtam, 
has said he believes it will 
be difficult for the privatisa- 
tion process to proceed 
swiftly unless the finance 
ministry has ultimate con- 
trol of the process rather 
than the Individual minis- 
tries which oversee state- 
owned aiterprises. 

The finance ministry coaid 
regain the upper band later 
this year if it is successful in 
pushing through its versions 
of a privatisation master 
plan and a privatisation law. 
as H has pledged to the IMF. 



NEWS DIGEST 

DEFLATIONARY RISKS UNDERLINED 

Japanese wholesale 
prices fall 2.3% over year 

Japanese domestic wholesale prices tumbled 2.3 per cent in 
the year to May, highlighting the weakness of the country's 
industrial demand. The drop represents an 11-year record fall 
for the second consecutive month. In April foe wholesale 
price Index (WPl) also fell 2.3 per cent, a rate last seen In 
1987. 

The huge decline illustrates the deflationary risks which are 
stalking the Japan as its economy teeters near recession. 

The weakness of the yen, which during trading in Tokyo 
yesterday touched Y1 41 .11 against the dollar, its lowest for 
seven years, has pushed up the costs of Japanese Imported 
goods in recent months, foe WH data showed. Import prices 
rose 1^ per cent between April and May. the highest Increase 
for five months. But fob surge in Import prices was still offset 
by deflationary pressures within Japan. Domestic prices fell 
0.1 percent between April and May, foe fifth consecutive 
month of a fen. GOBan Tett, Tokyo 


JAPANESE DEREGULATION 

Call to end oil industry curbs 

Japan’s oil industry moved a step closer to deregulation y 
terrta y as a g overnment advisory panel called for removal 
price restrictions and urged more company mergers by 20 
** the Petroleum Council at the Ministry of Into 
tional Trade and Industry (MW) paves the way for cored Id, 
tiem m the overcrowded Industry. 

. oil markets have expanded, Japan’s int 

foe h r^c^rs^ nmCSnCS ” because government reguiatfoi 

R urges an end to time-consuming hearings needed for 

E,""™ 00 construction would t 

Rfted and inspection requirements for existing refineries kx 

The report follows reforms over several years that have 
ope^foe menr* to new oil importers and lifted the ban 
^ Proposed new deregulations wot 
® k “Ping the big five ol groups’ market 

share/nibshould in turn win accelerate cost-cuttina and 

52S said. Low retail JcL 

because of fierce competition at petrol stations, havered 
margins for oil companies. Alexandra Ha^rS£ 

INDIAN PARLIAMENT 


BJP 'boosting temple r 

Opposition parties disrupted- India's parliament 

clainiln 9 ** Bharatiya J 
which heads the coalition government, waste 
fogmoves by mflttant sister Hindu organisation 
wwt a Hindu temple at Ayodhya. Hindu zealot 

tt*ES££2*** sparidne 

The allegations, dented by BJP leaders, surfs 
press . reports that the Vishwa Hindu Parishad 
assoc«te of the BJP, has been overseeing cor 
carving of pfllars and fittings, apparently frv ,, 
workshops in Rajasthan ^ SSyf ^ 
prontirwm In rallying support for the 1992assa 
Ayodhya mosque - which they say was raised 
place of foe Hindu god Ram. Mark Nlchofeor 

















In 


By Louise > 
in San Fran 


Intel wil 
charges fi 
Trade Cor 
sary appe 
court to • 
mission. 

newly app 
tive of tl 
man ufa dx 
visit to Tc 
The wo 
maker. Int 
abusing it; 
coercing s> 

ers in the 


Ref 

US 


By Gerard B 
In Washbigti 


A few 
Republican 
son to reli: 
in this au 
eongressioi 
If past c 
guide, this 
be a bum 
party in 
expect to o 
on both be 
won empt 
and retainf 
For one 
could reat 
gain from : 
swing agai 
control of t 
Furtherrr 
ins air of 
White Hoi 
more sex a 
dais, shoal 
tide in Re[ 
they believ. 

It seeme 
the party’s 
the House « 
ate would 
prospects fc 
plans and 
strong lau 
presidential 
But as tt 
mary come 
month acr 
and campa 
earnest for 
dons, the e 
among Rep 
sipated. 
Troubled 


IN TERES 


AS 

foi 


m 


By Gwen Rob 


The contmu 
Australian r 
lows fuelled 
terdny tha 
risky - ai 
inevitable - 
rates may f 
moot to del; 

Mr How 
authority t 
any time be* 
mentary do 
proposed ar 
controversial 
r:chts bill. I 
ho intends ti 
within tl 
although he 
go to the i 
next year. 

The dol 
resisted rep 
by governin' 
reverse its 
around 3& VI 
reached on 
lowest point 
Early vest 
rency rpacl 
high of aboi 
following th« 
img of a 9.30 
unce by Pet 
treasurer, ai 
Reserve Bor 
the central 
announce an 
j per cent o 
o defend tht 
But the 
narit* ne cha- 
tolicy. desp 
tad unsure 
nore than A 
inre late las 
uppor: the t 
Yesterday 
merely sires 
eonomic fui 
?.«l the doll, 
ignored" t 
ieady grow* 
ad project* 
!us. 

Markets, l 
lead and pr 
ons or an 
icrease of 
5 ^is points, 
elds on Ai 




FINANCIAL TIMES WEDNESDAY JUNE 10 IMS 


WORLD CUP 


The World Cup: 704 footballers, 64 games spread over 33 days and a cumulative television audience forecast at 37bn. Today the curtain 


in rises on arguably the greatest sporting stow on earth 
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Bateaux PBJX3 

Group D | 

Jun 12 

Paraguay o Brtgnta 

Itomtoarp4.30) 

Jun 13 

sgteelRgrtto 

NmamptM 

Jun 19 

Hgeriav Bulgaria 

Parian?#) 


Spain* Paraguay 

SI Berm (21 M 

Am 24 

Spain « Brtgaria 

Lmsf21£0l 


Mgarta * Paresflay 

Tatnusa (21.00) 


Hobs!* SouA Kona ttiaeKsa ( 21 . 00 ) 


Jun 25 Holland w Madco 


Sta*me(l6.0® 


BotteantSodfliKana 


PMsp6.oa 


1 jun 27 HtenafAvm—^^ 8 

2 WteoarB uftiwar-apA 

3 j^ gfl MfCvlteawfupP 

4 WhaafDv Hanaro C 

5 Juna 

e hui mFw Rumor -dp E 

j jun 30 W faaorBvRlwwupH 
5 Mnrnr H w ItaraoM® 6 


fitrttfftM 




MxxAs(IB3& 


Un»lf8» 


SUXttiSSlM 


ftt/toa 121JX9 


ItpoiputaffRSa 
Bottom ftS&l 


SttumBlOto 


Jun 14 VugoaMavInn 


StEUennB{l7JO) 


Jui15 Gennady vUS 


Fans (21. M 


QuR^9 , '-rtrt5^ 


Jun 21 BanaadyvY^oaWa 


Lens iU JO) 


NMB ffl OR 


LiVts (21019 


wflmW 2¥«B«w3 


aflansfifiJ® 


Jon 25 Senaany » bad 


M0o5»ter/?l.® 


IBvTagotevta 


Njnt8S(21.00f 


C Jult iRhMtSvMBBTS 
n WnrtafSvWtaw^ 


MjiaaBniISM 


Lfm(21M 


Sarm-fmaiti 


1 M7 MHraiarAu WbstarC fMnffW. 
LrunsfllOa 2M6 aDetoftlOO) 


UMpeBUr (17.30) 


Play-off for 3rd and 


Horada « England 


Tadouse (2t M 


stOBntspt.an 


JuMI Loaorl vLos«f2 


noapijja 


Lees (21 M 


jui 12 Mooerl vWlonerZ SCtoiaffl.M 


Tadaex p4J& 


Lob (21.001 


fetes 1 14.30) 


ftrtfl/afl 


Bantoautfl600) 


Lfane(16M 



Statsm tntnu 0 on udtual Of Stow b&s 


KWHifl tea iw krt (SMT *2 tows UK Bines me m tm atettv 


GROUP A 


GROUP B 


GROUP C 


GROUP D 


GROUP E 


GROUP F 


GROUP G 


GROUP H 


Brazil 

Morocco 

Norway 

Scotland 


Italy 

Chile 

Cameroon 

Austria 


France 
South Africa 
Saudi Arabia 
Denmark 


Spain 

Nigeria 

Paraguay 

Bulgaria 


Holland 
Belgium 
Mexico 
S Korea 


Germany 

Iran 

US 

Yugoslavia 


Romania 

England 

Colombia 

Tunisia 


Argentina ‘ 

Croatia [he Tai'lllll 

Jamaica , . . } . 

Japan [fOHl 1 ri 1 1 1 II 


So wtn wl fln&n aerantf? Not just hmis 
group IM in Die ante cunpaHon. 

Rwiy hw ■ Worm Cm thus openad «m 
as Ebnng a tnowte as Bu Bradkaas 
Defendbg eftanptaa. ranked No.) by fitb, 
p« any team b bndr Die marid at ninnera 
boat He int regtao (Smohi 1956] and 
Messed nffi On Woto flavor at te Year hi 
BW*r FtanMo - « d dfflcun to see beyad 
a totem Mb. 

( n a togs: xcspM by Sattnd coach 
Craig Bnwn win. ndnulea after te dm. 
conceded in gran ■«*> bo oOoul Dw 
BcraSMe br aecond ptaca 

Brown men such a km key oppraxh as 
a posTOw. Hi a inn bon Du Scotfdi 
gam at rcaten wuicfl Wormoo Mg ton’s 
route to Franca Hertr me moat noaPc of 
guM-ccortng woo. Brawn round M hay 
■oglff ba id not toga and hey duly qwMed 
as Europe s bast namen-ia) mih )u» ana loss 
and ora goats concerted 

they am sewn Onus but scored M IB 
gate n 10 quaMm am earring a. agate, 
■wly to Ba fteb maw raoMim. nabtegte 
case, nobody Mold wpect o Mel 
Gteon-styte charge no the opening game 
agatesl BraA frowns abtegy wte V 
dminoe-RnSaltOR « te hope of n draw and 
strengthened resMru tor tho renouteg group 
matetos 

Tha toy gome ta Aaty to bo te Scots’ 
notch win Norway but # b not bfcafy to be 
an ottradm praroed EgKUson Nonray a 
coach, o o Mgw odweato ot roortm as 
sdonco. or approach tel tea Mon pie 
cnadry » Ra aeccnd dgcoamw 

Rrm 

M no hvfter In USA 94 ftanray mro. 
■guslflr. te teas nttrartra tram and Biter 
km otter tto hnd round ms not greatly 
nwMitPfl Dhm <s contenced ot lag rnefteds 
M nno of tatontod ptryero such on aw 
Ganar Satelew and Toro Andre Flo and the 
IBM ften. te Nomiwa wM once agte 
test rn bntrt Bed luoftaA by nuntme can 
bte them tea to last IE 

ARM mm 0 good nma hi Morocco, n 
■uppoaod menrna of me group They wore 
te tel Aincn team to reach te tost T6 (te 
1886 ia Mcucoi. and toy tea quatflod far 
USA W The Morans are gated by wfly 
FnncbmBi Herat Hchte and ouftBed waft a 
pteto rocara of moo Pan two a game. 
They Ml erttter nol regod te Uotenge 
prCMOM by *W»«sy and SadCnd as 


Then nil he raera than the rate Moon 
at nenas Htan My laca CMa fei te 
spesfog ealdi of Graft B, m te 
Baopaan faewrtM nte opm tWr 


orikar - Maamteo M Ftote aw la tei 
■at 1ft after hat raetMTa Carayraai Cap 
flaal. Lnan at ateofctag toaBafl all, 
(nwar, to aMa to omftar of Ma nartfa 
mart aeaateHtetd itrtan, la fta tom of 
CUe-i IfaKeto Stete. 

M flam la te hay flgun at an ftteaa 
rtde abakao by a atrttartag quatUni 
csiftrtgn. Hi It tka «M brtr to Roftoto 
BagMo. Oka dragged ■ paw kla *td» 
UMIMM etrtuUy skrte ba nted 
and la ifttM to toka Mi plaoa la 


Wren Sordh Africa warn drown in te htfe 
Its nano group. Mr teiaetisa raartan 
wai to write cfl oty ctance af wteteg Mr 
(ftankig game agrorrt France. For Sooth 
Ahtcaaa. home adrartsga mous te 
-Marteta eltecr wtmi svrmt Dura to «ttary 
h te rugby World Copied ten te 1996 


fkramdrt iwdar auhteraraat Mart Cap 
lami, Spten an tho (aenattea to tsp Ormp 
t lat Man an no aeay (Mai la a pste 
tH torttei MgUa, Ma ratortg Oitede 
rkudnna, tka WM rate arteite 
Brtgte^ aai Safe temtem ftifeytag 
graft mm m P k f tee y - 


H tortnd ■ N tto Mm poaytad waiftd 
new get the eft an e a to radm teswR 

Ulte a^Mten tofc^ urn ■■Im U **•-* 

mar rwimg im ncm panmy m o»i 
Hart. But M» tarn baa baaa k mIUMi, 
am to Cam MrtdW, and bfar mad 
brings As awfletog, but unteaty, pnapaat 

rt ptepN and m ais b a taktag — fed 


Batwban. MrtdtoFa oddSrtd la strong 
and ft ulten a l . rtftaugft ftaaeaaco Hottem 
can praelda ttartraa at btebuNen. UMa 
tha dsfma In wttyp tea Ny. a cause tor 


Chdrt bopat md harthr on ^ 
Ma ta dor. Sate, rad toBaar rtrikar im 
Zamorara, wba te oatstmutng h tfti ato 
But IMs dtnganaa rtrSn farca may ba tot 
dawn by a k n a ihan dtobn g olftted oddflrtd 


MueaflH b not JManesBarg. Jaoqm 
ChM te ta itoteon ftontte and al d» 
preran on June 12 rt ba on tes bteuaa* 
But Broup C dndd ata bs won py m hosts. 

Ffandi com Mod Jacguet who rettras 
after te Work) Cop, Ibs brooght ta charges 
a long ter rtca Hey Nlad to gurtty tar 
ettrt tf te tort two Wtrtd Ops and fteped 
■t Euro 96. The tary ptoyer te Jnentetl 
Zfteftna flame, tha ntdiaM gwiatal toon 
panes koto te ikto together. 

One rt Jacqoera rkRtearaa b tor Mane 
to ba rated art by kfay « yelow anti. 
Aiuver b a rapeMtan rt ta god bote M 
me te Hton Rt to score to Bieto Euro 86 
guter- ad sens Inf gunes. baton gntog 
out an pwaMaa 

Lte DeokMrtc Saud Arabta haw only 
reached to (Into once baton but tay tow 
ana of lha tovnamart’s most eipenaneed 
cokms to Cwtoe Atoerki teroka and Itegy 
memories rt IBM. when toy logged wrprtM 
ton agaks Betgun Ul Morocco betara 
gteg art to Sweden m te nand raakL 
Stoker Said dtoM i rate as danger man 
has passed to te muOMOi Sad skaoer. 
•M, andaoc gortMpar Mohammad 
M-Ooqwa to one rt die baa In in 


■gdi ertdrt tort Bddb, wftaa Hart 
Mrttd mm tbs Baum Cbanptan* bft. 
Vrt the nrtuMl team ban nerar 
praftmad beyond Dm World Cm 
ftratorftate lyptoaNy bdteg rtctoa to 
y«4 - aa rtd Ng«ta - to ao appn«n«y 


Coaeb Jaftar CteuMtei aqrnd bteads 
ag MftMtoaaa, to tot rtdM at nan 


■acfltog >u Mdrtd rtka torn of fed 
taster mbI FarandD HMtonte M ody 
S |rta aid, Rate to batag am aa fe 
brtr a pp wort to Jriea llaar ra u . fe 
SponMi grtdbo boy rto took fe lua to 
ta rt te r .tn oli to fflU Mid 1994. 

Spotatritagoadrairttomtam 
iuh« to fe Onto, gitog It gam 
trftaal dM ta fliaa (day HrtB fey «ra« 
baton by Am ta a btonrfty to JMaray. 

feerirt lack rt racam bdwNmt 


gMnaa eace 1994 ftan any rt fe rtbar St 


toco. Tha Wart Abtens rtmed enough 


Thera are tow rtf tort C o mm o n ; tod 
by tftolr new eaaeb Osato La Roy, am 
niattfi mob pafanasnoia to (Wfc a 
dapMHtag Micon MDows Oft onoprtga 
to Mnwry ended wNh a rttoak wdt at M 
hands of C onga Democratic Repute. They 
bon Itrapomr i«i bonf - toektog to too 
JlMftrtto top non to 1997, Patrick 
Mtom, Md Fnaah-bom yoengrtar 
Jenfft-OeoM Jab tor gerta - end fe 
draadtartMd W gaba r l 9oog, wba ptoyed ta 
89A 94 aa a 17-yaaMdd, at tba hate tod 
toas p arfec a to fe tart rt fe rtda to Mtaiy 
to fruakte fe todomltobte lions’ 


ML poiiiaps nrmghr tequdaryng 
process n Croup A a bfcsy ta be comkuted 
by nflbOM k a sate to oasurw seraM 
prognws In fra;l raid te srennd pace may 
mi pa deckled by ne otar hem' 
penxsoncs agaktet te champms. WSh the 
tens ai eapctfe rt tawng pom trow aawr 
rtte wtocMivrr toes best agorct frart 
cate K« them * te second nud 


Em ton b tapaa to d Iran Anrtrto, 
Mhm tort tote rt Woritf cap nocaa 
cam ta in ndOi a bonus u rte toiy 
orar fe OaroMM. A string rt torribto 
ncort randti - toctortag team to 
Hungary Mid fe IM - baa haapad 
praams mi coach Herbari Proflaska. 

im Mhao at ye ar aid Tart Rotator, 
wba pcand tern gate to fe quBlytog 
eanwdgn. and fe AIM oddflrtow 


Aartrtrt ekaocea if pngnertng to I 


Matthew PetUpher 


Peter Aspden 


fen here are Sodh Afrtrs Btea 
Bafana. debrtana at Worid Cup tom but 
gainhig tut on te ms of tha worn aftar te 
yean rt apanhatd-Mucn brta fe. So«h 
fatal nmrtty rate and telr 1999 African 
Mftna Q« win rcaan Boy ban ptoyed most 
rt te worttls oar Wdas orar ta past tour 
yen, taduteg 6rauL France, Germany «t 
Argandra They Sara mate a mat o! ioamg - 
tartufng u Soak Atatto ta ton ytor'i 
CantadsnOan D« 

Then poor pertonosneo hi dirt tcurnknort 
■sw Dteo Barter rMsccrt as coach oy Jorao 
Son, who took tea ft te 9 m) cl te 
African Nadars Cft> In Bum Faso ttds year, 
ketora Frenctmn Ptrtppe Ttcnteer took orar 
at htordL flu Maskigi and Locas Raom 
prorate te e ro crt anca Abort raarg rater 
Bews McCray, te Bob. Bat te a* rt a 
setftRl squad amt T rawB a rt atrasu style 
enukl Da rhetraoHoML 

Can Denmrtk mate an impact m such 
eompanyT ft la 12 yon tore they last 
rerawt te fete, nftsn tey get to te 
o eeand rand. TocayU ram b a ar a e non 
hand tad by te Ustrup Brothers Ikchart and 
Brtwi end gocteepor flrter S cha w o m 
Urtan me rest can me their gsae. te 
Donee tarti sat tor an eariy &gm heme. 

Nim Caswell 


wfl to basting Brazl ate Argratfna to 
Ofynple grtfL to ranM a prtwrtrt apte 
In Franco. Vat Mr wa nt hoi aettaa, 
c irtid n rt tng ta a 6-1 tftrasatag by Nsfert 
M June E, suggnts aferwtea. 

Capeb Ben MMtoMk, ate tosh 
charga oarty Hi yrar, wta bdhl bte rtdi 
■rauirt a aftd eddOrtd rt 1994 Werid Cup 
and 1996 Olvwftfc ntenr Stote y OteA, 
AuguuM “Jn-Jtf Okocha and rttadksr 
Dfert Aartadd. ReggU drtwten Trtfe 
test and Itoba Okortadtwa wM kara to ba 
Lartrt am to m ban on tackflng Crara 
behind and Mgwto to* a rated* target 
new to raptaw fe o g tep Bartdrt Trtdol 


sMastfttag about ■goto, brains tort to 
tftm ta fe mntog rarard in fe m. 

Mob Hrtte Boon* to dowttart rtrowt 
Dtok rtrasera to France M ntoratM Krite 
Btatatdnc, fengl raw amt Eort 


f^TteiccM^mldbiteO^rt Pnraguny, 


Turn mu* took P taftp iay through fe 


Catpogf n d bra taw Iwrtng trauftta 
toftoatai Ms wM on fe aquad Bkwa. 


Hotond tadr to ba te ora decent town in thb 
group. Thera am » many depraatog ftkrga 
to aay rtM te oter ttraa rtdas Mt 9 h 
hrnd ta know when hi start 

TW DuW fee mm «u tort two ktendy 
master 5-1, against Paraguay m Mgwta. 
te tote (lifted by sate wider mtads as 
potonH sujilai otm rt te World Cm 
Em wbhaul Dense Bnotoop. who nay 
ate te opentag gomes wtt ■ tamskteg 
kgiry, Hated ton aorae rt ta wokrt brat 
paraera rt te to! In HomM and Frartr da 
Boor end Ctarenoi S eednrt 

MmtBttt, HrtUctfs racial dkrlde We 
Hack and wMte camps, fed W Eoo S& fe 
lain: te sipad te te Iw of a dplmrtk 
aumft ketwcMi two nrthu fart krai ant/ 
lust madn peace. The urat moment rt tho 
quriMara came wbwi HDtond were raradad a 
pwwhy agataat Toriwy, aod Ssadorf - 
Sp feft — tar te Ptodc ptoywa - flarfed, 
uatotonBy, ta tala It WUs te Da Bur 
twins tamed Mr imp ki prom, he tackad 
te bal orar te tar. 

HatecTs oBw Baw has baan a teek of 
im rtft baerda'. THB ta a pnfty. but 
anowwftrt Bgrawa^ MIL However, tea 
retort of Edprt Davkte, conkuntHtanal on as 
rte » ufl the pkch. m helped. Derate had 
km out rt te wpiad far two yaara rtter 
radttig Quus hub*, te coach. 

The Bateaus badHtanrty aunntoa tek 
bettenrtnortdCupibrttepnudaida- 
Mco bunfeBd by HaKnd la te oortytag 
MM - appm a tdt too tonden tar Ibrt. Inc 
Nto wrd Irti Otoaka are dew tamrU; 

Mt» m Lokondi upantB, young IrtaTflyent 
brogwn ban Zske, rare pan ml Ha; but 
ta te wlat te Bfeai publk teta, study a 
newrt pot Aatod witch natksul ipaning 
tgurea woe best suited ta sea Vtaris Oft 
uwram tatag. Brtgtani rated era ra bra ii tefty 
tor Srttno AppHrana, la worts ptoysr. 

Last ym Modco band opatae rt 
causing minor shocks ta France. Ita longer. 

One slndd mer read kn anrai nto btandhf 
■ach es hrt wtm a cowtry tasn 5-1 n a 
CMtoen chib rtda R b tore no( a and 
Mrncrts ntekname, nr hr te Tatar tig. 

Mi been changed ta T/Mnfc Vat ktonurt 
Lapuenw, Martcofa coach, tartatK tvaymtag 
te going w pfe.* 

When Korea gafed tar te Watt Cup, 
RWk marnger, Bum Kuo CM. wu rotad 9a 
cauipy-i Mai at te IMr. Some moated Ita 
n t posstte preadrat, to sort out te 
onrartc Btete. Bui » wlft Mateo. I bu 
ban notary finwihH rt Bte. Ou adrsfac *1 
tear wt ■!* t* wma than at te teat Wtarld 
Cup. I tarn to tsach my ptayan te rtmpiM 
dtfei' Any daterioradon wortd tu grtn 
nrao, gMo Hot Kaw haro not woo ■ nwarn 
to te tert taur Matt CtftS. Cha taya: *0ne 
day Sorih ttm wrt win te Wild Cm. Nrt 
Ms Bummer, not In 2002. but no** ta SO 


moo bra ate fe Hart ptaeo rt 
ftwra» Matts tort ga p goto in tolfart 
tertft. fBofertlnr ftebted ftrt Bor bs 
dtamra w«k te US. JW oo K cans to 


tlw dam to My to bo rt grantor 
curtml ton tootofei htent as rartftra 
tom wM cbslanga Bermray and 
Tugulrato to ftray F. 

Gstratay'i florid Efe podgrae Is 
racand arty to Braril ftrt rt Is guraD uB fei 
wfarthm te aurart egrad era Bra ift to 
k. A rrtdflrtd wttt MBar rad fete to (ft 
to par tod corah Brtft Vbgto ku 
p ro bl wtw tot and rtt Up krat. Jtagra 
IfeaaaM to rfegtog aw amstora of a 
tertramh partonamw a In Emu ■ art a 
took of ramtadne rttotwaBima. (Mom 
B tatirtra rtrtharatog yrar ta feta A has 
aacraad Mra ■ nm to MBra tail R M b« 
aatWy ranrtocad MtgW, ntn has attoa 
ra wnwl ta pretor W lOratoa. 

AI fe bacto nocMM an rafertad to 
fe a ra ktni fnrra of Marap m lortra 
Mrtfefe 37-yaarraM tonm sldppar and 
prtodprt tote aokw. raaterad to fe 
fend to wttat mnaoka rt dnpmaflow pi 
fe toaa rt fe ator rt frnu 96, Mrthtai 


Tba MftMtmced Mtoa of fe tram 
ahortd ra—ra g uoHTlcotta o to fe second 
ptena, feogb obrtbar its toga ran bfe It 
rate bafer to aostfe ftMsrton. 

YugnlMta haw appasrad rtght tonra to 
te took taut (bte is fe tout tomta 
i nsura nt ta pra t hra a h-sp ramp rt 


Whan Bfc Cartons was rated wftch pkryw 
ta mild naantar bom USA 94 ht Ignored 
Etarate and Baggio In favour d Andros 
Escohsr. 

Escrtnr coucedad or own-goal ta ta US 
as Coktaftto. tnOy Upped brtore te knot, 
left te US wOort a wH and early For 
Escobft. 9 wot - BcnRy - te begbvng rt 
te and. Shorty rttar its refam. he t*aa kNed 
by a gunm who screamed ’Gort r won 
each tsrto. 

Outrage at te nutter ha changed Iffla ta 
COtarobta. The present squad bradi fa Franca 
caitftote mMi drtdk ttiaats. taraaed at 
fanuan t Vtewr Artetorttrt. and leas guae lor 
optimum tan tour was ago. 

Hows rost on vemran isc*4n Cwtoj 
Vaktan j o o - raw more tetnous tar Its mop 
of krtr Ron Its ifribtrtng - and attar 
Frajflno Asprtta, but te toatog ramakia that 
te akte irfeed tbor chrtiu far (pory fait 
Hue round. 

The eentanent aptrtas also to Romania, 
who me csttesang mra thou conaacudve 
fttate rath a toam b» both anmJ one groa 
star - Gbeoghe ttagi. 

Francs 99 wft be Hagla hlernBonal 
swansong and, rath e&rbUwd cohorts 
Gabte Popesw and Ora Pakesoi ataogsMe. 
te Romnrtraa MB raped to have a voice h 
me fafer stages. They tack youth tun, rath 
nto quakfytng vtoartea agrtnJ one defeat 
toy do nrt tack quart* rad b b to be hoped 
that mo Ihrts provide a DBkig Itaaia to Haft's 


Partapa every tatemadourt fern rtnrtd ta 
sateemd oo Dm graundi of loBecatar tiltar . 
Hon touteHng MgMftMc. feet Aygwdtea J 
curti DanM PasaaraDi adopted bta fed ^ 


ton aa long hair, Mt aids tow rtudean rtt A 
a dbappotolng itat to ihnM|Im art bfe 


a dtoawntnBng atot la «p toM |to | I 
an taftranhu monMutoni Inti fe 


TIM Wortd Gift wtantog aaptato In Uia, 
FassanHi prccanM a Iwnunidy lord Baa 
sc a ptoyer and Ms abumo ta crack bra 
cktoral to rtdbna. uoOWy Redondo rt 


But B has atn tad its succsnta, ana 
a* wbora to toudkig DM te|B fate Frtnec. 
Em alto Cabrial Buitotuta col Ha taftto 
to iMnrtnad our rt favour but Pu rawa ta 
taa bream tan buck bite fe Irtd. 
Bsm-gort tote a grad tot lor fe Slldin 
Boot. K MU tat N fe raw umfertay if 
tovodlntai bnibal, Ariel Ortaga, Im op 
to bis DBug. fetiDBd wifli fe «■ at fe 
anr Maradona, (fctaga baa fe aMfe, add 
kopmrt, to raraga an on of fe 
stare of lha Pruts. 

Argentina tan fe took of a rtda flaftM 
Drdr nm lo lho World Cop partacDy awl 
fey wft provide a feedbag tort tor Hrtlr 
toBuw ftwft irmtan, M rt wtoraMi 
World Gift rtobubnb. 

kuBvkhuliy, CreoDa ban fe graakrt 
Wtonuritoul raporiencu. CruaDana ahaaya 
pratktad a hraMry rarthft atd to 


Tta whShmay ba nduead tod Dm 
gaaMy iraabB, notably to Prudrag 
fertoolc, aeorar of Real Mtdrtifi wknra 
ki fe frmpuan Cop Rrtt, ttofe Savtaerte 
and Dragan BtoPurric. 

Tkla attack tontortad Hrufaury 7-1, to 
BMpaat, rad a ruorod of 41 ftwto tor and 
rtftd agrtart to 12 qnrtffbft gaoos, 
nagotta fe FMtetrt Rsptafrr rt 
Ylftortarta ooaM onto qatte an hopart to 
taMMMdOft. 

Fftraa SB to to IBto Bird cerwaeulte 
appaannoa la to ftorts. A raeurt vfctay 
oanr Braril annort* tkay wfl ta no 
pratewr bid, aa on M day, ta 
AiMrican wfl haw ta Wt tag farm wffle 
ftrtr apporaoto bdtor D tey mu to 
p rogiua a to fe tort ta. 

Da*B PMforand Mrt to Its Ibrt World 
tap to T97B, parDcutarty to rtwfag MtW 
Srafeid, krtan tan thril waa cmI tote fe 

im 

to a draada ot tuRuoP, toofel hnft a 
tow priority tod fe 1B90> taw gbon 


tor Am, otoebad on wwy guak, to 


Nim Caswell 


Simon Kuper 


Matthew Pettipher 


Howw brief hk stay, dm la a good 
chana pat Haft oM dbptey In Ms left boot 
mn Hass non Enftand can mustsr in nrar 
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WORLD CUP 


FRANCE 98 PLAY TO BEGIN AT LAST _AS THE FIRST OF THE 32 FINALISTS TAKE THE STAGE 

When earth becomes nlanet football 


Patrick Harverson on why this World Cup 
will be a truly global event in terms of size 
and as a collective experience for fans 


Today, the watting is over. 
Almost eight months after 
the qualifying rounds ended. 
24 weeks after the draw was 
held in Marseilles, ■"<* niw» 
days after the coaches 
unveiled their 22-man 
playing squads, the X998 
World Cap finally gets under 
way in France this afternoon 
with the opening game 
between Brazil, the champi- 


France 98 will he the most 
global Weald Cup yet. and 
not just because it is being 
contested on an unprece- 
dented scale. To the mflijnT iF 
of spectators and hfiUons of 
viewers, the event will be a 
truly collective experience. 
They -will watch It with a 
shared appreciation of the 
players’ capabilities and the 
teams’ tactics, their 


mTjfcVt 

f*V'. ifesi ^ -,tr- ».« 



ons, and Scotland, the rank strengths and weaknesses. 


outsiders. 

The build-up to the tourna- 
ment has been long, proba- 


Tha men who run Fife, the 
sport's governing body, like 
to talk of bow the game's 


bly too long res' all but the fans worldwide make up the 


most diehard of football 
fans. There have been too 
many meaningless friend- 
lies, an excess of madia dra- 
mas and a surplus of scan- 
dals, and far too m uch hype. 
It may be difficult for France 


football family. Yet the 
sport's most intimate family 
members are the players of 
the World Cup, many of 
whom are so faminnr to fans 
across the globe that they 
are more Hire relatives than 


98 to Hve up to expectations distant sporting icons. 


raised by anticipation to 
giddy heights. 

The World Cup certainly 
looks impressive on paper. 
Its sheer size ensures that. It 
will feature a record 64 
matches, 32 teams, 704 play- 
ers, 2£m spectators and fore- 
cast cumulative television 
audience of 37bn viewers 
worldwide. That last figure - 
even if unvertfiable - is vital 


When Romario was left 
out of the Brazil squad a 
nation wept with him - and 
millions of others outside his 
country grieved too. In the 
coming weeks, when Mar- 
celo Salas scores for Chile in 
the first round (as he 
assuredly will), mifiaane will 
dance in delight; fens of his 
last (Argentinian) dub will 
shout in joy, supporters of 



That champion leafing: Brarffen players hold the trophy aloft after the final of USA 94 


to understanding a large his next (Italian) clnb will 
part of the tournament’s beam with pride, while fol- 


appeal; la Cbupe du Monde, 
A Copa Do Mtmdo, La Mon- 
dial, the World Cup - it is 
sport’s defining global event 
For one month every four 
years, planet earth becomes 
planet football 


lowers of the UngHoh club 
that coveted his talents will 
lode on in admiration and 
exasperation. 

If the familiarity of so 
many of the combatants 
heightens the communal 


experience of this World 
Cup, it may also dull its 
i»apftipRy to drilg ht and sur- 
prise. 

In tournaments past, the 
teams arrived in the host 
country as largely unknown, 
sometimes exotic, entities. 
They brought with them dif- 
ferent footballing styles and 
players of exciting rawness 
and untapped potential. 
Today, with so many top 
stars playing in the same 
elite European dub leagues, 
and many national manag- 
ers adopting a similar tacti- 


BRAZIL V SCOTLAND THE OPENING MATCH 


The Tartan march 
from Tallinn to Paris 


Scotland fan Tom Lynch on the high and 
low roads of his team’s progress to France 
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Tonight’s trip to the Stade 
de France In Paris will be 
less picturesque than the 
journey to the Kadriorg Sta- 
dium, but Scotland’s Tartan 
Army will at least see some 
action at the end of it. 

It does not feel like 17 
months since about' 400 Scots 
- more a Tartan platoon 
than an army - walked or 
took the tram to a pretty 
football ground, set among 
golden autumnal woods, on 
the edge of Tallinn, Estonia's 
capital 

A peaceful setting, and all 
the more peaceful for the 
lack of Estonian fens - or 
indeed of an Estonian foot- 
ball team. After soma over- 
night dithering by the ref- 
eree, Fifa had ordered the 
World Cup qualifying gams 
to be played in the afternoon 
rather than the evening 
because of the poor flood- 
lighting. 

The Estonians said they 
had not had enough notice 
and stayed in their training 
camp 60 miles up the road. 
‘There’s only one team in 
Tallinn, ** sang the tartan ter- 
races as the referee lined the 
Scottish team up and, 
bizarrely, a linesman 
inspected the goalposts at 
the Estonian end. The Scots 
kicked off, the referee blew 
his whistle and awarded the 
(feme to Scotland. 

The row that started there 
stirred bitter words among 
Europe’s football bigwigs. 
But the frustrated 400 


became the favoured 400 - 
the Scottish Football Associ- 
ation allowed those who had 
made the pilgrimage to buy 
tickets fra* any or all of Scot- 
land's first-round matches. 

Fifa quickly changed its 
mind about awarding the 
game to Scotland and 
ordered a replay. The com- 
mittee that made that deci- 
sion was chaired by Lennart 
Johansson, the Swedish Uefa 
president and unsuccessful 
candidate in Monday’s Fifa 
presidential election - even 
though Sweden were in the 
same group as Scotland and 
Estonia. 

Justice was done when 
Scotland heat a superior 
Swedish team 1-0 at Ibrox. 
But there were still some 
bumps in the road to France. 

A tftnp performance in the 
replay of the Estonia game, 
held in Monaco, resulted in a 
0-0 draw. Then the home 
game with Belarus was 
scheduled for September 6 
last year, the day of the 
funeral of Diana, Princess of 
Wales. There was more high* 
profile dithering as the 
powers-that-be first said the 
game should go ahead, then 
bowed to public pressure 
and postponed the tie to the 
following day. 

Scotland went through to 
Franee as the best 
runners-up hi the European 
groups, largely thanks to 
that win against Sweden and 
taking four points off group 
winners Austria. 


cal approach to the world 
game, planet football has 
become homogenised. 

The tactical similarities of 
this World Cup may prove 
particularly pronounced. 
Aside from a few subtle vari- 
ations, modem coaches like 
to employ three or four 
mobile, ball-playing defend- 
ers, augmented by two ener- 
getic wing-backs and a solid, 
hard -tackling midfield serv- 
ing a brace of strikers. • 

Tostao, a member of the 
superlative Brazilian side 
that won the 1970 Cup, 


laments: “Today, with the 
globalisation of things, you 
can play in the same way in 
the countryside here In 
Minas Gerais (Brazil] or in 
Japan.” 

The fear is that the 
employment of identical 
strategies will produce too 
many stalemates, and unex- 
citing games played out by 
football clones. Yet, it would 
be unnecessarily pessimistic 
to predict that France 96 will 
be a repeat of the unedifying 
fare served up in Italia 90, 
when defences dominated 


The wait for tickets for 
France seemed endless. The 
SFA invited applications, 
then was not able to tell sup- 
plicants whether they were 
successful as it and other 
national football bodies tried 
to prise tickets out of the 
French organisers. Then in 
April the SFA revealed how 
It had allocated Its simply of 
tickets. Fans who Had been 
to three or more away games 
ware entitled to apply far aH 
three first-round games - as 
was everyone who went to 
Taflhm. ' 

And so to Paris tonight 
Drawing Brazil again is bad 
luck - though there are dim 
memories of 1974 when we 
thrashed them 0-0 - apfl no 
one is betting their house on 
Scotland getting past the 
preliminary stage of the 
finals for the first time. 

Scots are tired of the old 
joke about its fans getting 
home from World Cups 
before their postcards, and 
the Tartan Army would love 
to occupy France for a bit 
longer than usual Yesterday 
Tartan Army members ware 
out recruiting in Paris bars. 
Any non-Brazilian was 
regarded as a potential foot- 
soldier and was being taught 
to sing Flower of Scotland. 

But If it all goes wrong, 
there are the European 
championship qualifiers to 
lock forward to. The Tartan 
Army is off to the Czech 
Republic, Bosnia, Lithuania, 
the Faroe Islands and, yes, 
Estonia. They've got until 
September 8 1999 to get the 
floodlighting right 



Animal runs wild again 


Brazilians love to give their 
footballers nicknames; and 
with “The Phenomenon”, 
otherwise known as Ron- 
aldo, leading their attack In 
this afternoon's World Cup 
opening game against Scot- 
land, there would seem to be 
little to concern their coach 
Mario Zagallo. 

Yet since the surprise 
omission through injury of 
Romario, Ronaldo’s partner 
in attack, from Zagallo’s 
squad, there has been the 
odd sign of disharmony in 
the camp. 

Zagallo has to choose 
between Bebeto - whose 
nickname roughly trans- 
lates as “Cry-baby” - and 
“The Animal” (Edmund o) to 
replace Romario. It has not 
been made easy for him. 

The experience of 34-year- 
old Bebeto, who starred in 


Brazil's World Cup winning 
aide in 1994, has won over 
the mercurial talents of 
Edxnondo tn the expected 
starting line-up. But The 
Animal does not take kindly 
to being excluded. After 
Brazil’s friendly warm-up 
game against Atletico Bil- 
bao, Edmundo stormed into 
the dressing room complain* 
tog that no one would pass 
the ball to him, and elbowed 
his team-mate Leonardo. 

Since then, he has told the 
Brazilian media that he con- 
siders himself superior to 
Bebeto, and that he should 
be partnering Ronaldo in 
today’s game. Then in a 
training game at the week- 
end, he flicked a petulant 
kick at midfielder Giovanni 
and needed to be calmed by 
the team’s captain Dnnga. 

Bebeto has remained calm 


in the face of his rival’s 
provocations, while Ronaldo 
himself appears relaxed, 
speaking enthusiastically of 
his new talisman - an ear- 
ring bearing the colours of 
the Brazilian flag - sent to 
him by a supporter. 

One reason Zagallo pre- 
fers Bebeto is for his work 
rate, an indication of the 
coach's pragmatism. The 
presence of the veteran 
Dnnga, 34, is another; 
aJtbongh in truth, no one 
else In the squad has the 
inspirational qualities to 
pull this potentially out- 
standing side together. They 
should be too strong for 
Scotland - but watch the 
bench for the man whose 
nickname alone threatens to 
disturb the peace. 
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and caution was the watch- 
word. There are enough 
pulse-quickening talents 
(such as Ronaldo, Ortega. 
Zidane, Shearer, Del Piero. 
Roberto Carlos) to maintain 
the improvements seen in 
the US four years ago, while 
Fife's toughening of the 
rules against foul play 
should ensure their protec- 
tion against the darker 
forces that can sometimes 
dominate. 

Yet the World Cup is not 
Just about the players, the 
teams and their tactics. It is 
also about the fans, whose 
passion for football sustains 
the game through every 
quadrennial tournament. If 
they have been able to get 
tickets to see their teams, 
and if they behave, the fans 
will play as important a part 
in wiafring thp tournament a 
success as the stars whose 
every tackle, pass and drib- 
ble they will follow with 
greet fervour. Yesterday, the 
boulevards of Paris were 
already echoing to the songs 
of canary-coloured Brazil- 
ians and the serenades of 
kilted Scotsmen, a cheerful 
foretaste of what is to come. 

Which brings us back to 
Saint-Denis, north of Paris, 
and today’s opening match 
at the Stade de France. It 
would be nice If Scotland 
could strike a blow against 
football’s homogeneity and { 
take on Brazil with an 
adventurous, attacking for- 
mation, and perhaps even 
win. Unfortunately, in the 
World Cup the dreaming is ! 
left to fens. The coaches and 
players must face up to real- 
ity, starting today. 




BETTING 

Gambling against tradition 
gains London’s best odds 

Soccar-wtse, afl eyes an on 
Franca. But In the betting 
world, International attention is 
focused on the World Cup 
odds quoted In London. Nat 
only are the British bookmaMng 
firms part of the moat 
accesstolo and extensive legal 

gambling market In the world, 
but tha soccer-mad British ore 
famously fond of a bat, Thors 
are ready-made odds, on any 
number of outcomes, that 
everyone can top- This la an 
unusually tricky World Cup tor 
bettors. Two big questions are 
posed: 1. What differ en ce wtil 
the extra knock-out round 
make now that the finals have been enlarged from 24 to 32 
nations? 2. Are tradition and experience Btlfl aiUmportant, or 
are standards among the world's top teams becoming more 
uniform? 

Traditionalists believe the winner will come from this clique: 
Brazil (best London odds: 3-1), France (5-1), Italy (7-1), 

Germany (8-1) and Argentina (9-1), if you are a tradttionatfatt, 
look no further than those five. Do not even contemplate teams 
such as England (only 8-1 in London, reflecting strength of 
local support}, Holland (10-1) or Spain (14-1), let stone the rank 
outsiders. 

However, contra-bettors - those who studiously Ignore the 
received wisdom - want more than that out of life. Rafrful and 
unconventional, they like backing outs ide rs, and want to believe 
in some notable upsets In France. By betting et longer odds, 
they stand to win more, but by definition they are likely to win 
less often. The contra-bettor Is repelled by Brazil's odds, 
attracted by Argentina's, and necessarily foresees a rupture In 
World Cup hegemony. 

During the World Cup, the FT wfll be playing the contrar ia n 
game, using a £1,000 pot and tracking the result. That means 
backing Norway Initially, as well as Argentina. There Is a long 
way to go. Every bettor needs a strategy. The FTs wfll Involve 
follow-up bets - possibly white-knuckle ones - which have yet 
to be determined. 

Bets so for. World Cup winner £80 Argentina. 9-1; £30 
Norway. 33-1. Gotten Boot (top Individual scorer): £16 Batistuta 
(above) of Argentina, 8-1; £15 MQatovIc of Yugoslavia 20-1. 
Team scoring most goals: £20 Yugoslavia, 5-1. Teem 
conceding most goals : £40 Iran, 11-4. Total stakes so for £200. 
Michael Thompson-Noei 


SECURITY 

Police take low-key stance 

French police were yesterday resolutely championing a low-key 
approach to World Cup security, as boisterous Scottish fans 
arrived In Paris for today's opening match against world 
champions Brazfl. “We are trying to protect the Image of 
conviviality," said Ran*- Georges Quarry, the Inspector general 
of police In charge of security at the tournament "Our logic is 
to welcome all supporters with open arms If they come to 
respect the festival.’ 1 

Quarry confirmed there would be no uniformed police inside 
the 10 WOrld Cup startums, ixtfess there was a specific 
problem. In the case of the Stade de Franca, where today’s 
opening match, and later tire final, wfll taka place, about 1,200 
pofica officers would be nearby, to afi, he said, 6,000 to 7,000 
pofica and military personnel would be on the streets on any 
given day. There are also about 180 foreign poHce officers, 
including 15 from England and about the same number from 
Germany. David Owen 

• Alessandro Del Piero and Moreno TorrloalN are bath out of 
Italy’s opening game against Chile tomorrow, because of Injury, 
but are expected to be fit In time for next week's match against 
Cameroon. Nigeria's woee were compounded, foUowing the 
death of head of state Sant Abac ha, as attacker Daniel 
Amokacht joined the injury list and defender Jero Shakpoke 
was ruled out of the tournament by a broken coflartx>ne. 

• British economists have been calculating the effects of the 
World Cup in the UK. One in five workers la planning to take 
time off to watch World Cup matches, according to a survey fay 
the UK Institute for Personnel and Development. The Centre tor 
Economics and Business Research warns that rataU sales wlfl 
be dampened if England go through to the quarter-finals and 
beyond. But yet another survey, by the Economist foteH^anoe 
Unit, expects the tournament's biggest Impact to be toff In 
Brazil, followed by France and Germany. 


TODAY'S GAMES 


Peter Aspden 


• BRAZIL V SCOTLAND, 17.30*, SAINT-DENIS. The first 
gome, usually a nerve-wracking affair that gate the better of 
players, foflowe the lavish opening ceremony. 

• MOROCCO V NORWAY, 21X0, MONTPELLIER. With 
Brazil expected to win the group, ttifs game coufd be decisive 
In the race for second place. 

"Timas are French time (QMT plus 2 hours). 


For latest World Cup news 

www.FT.coni/ v/orldrup'IS 
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BRITAIN 


CITY OF LONDON BILL FOR COMPLIANCE WITH NEW STRUCTURES COULD TOTAL $650m 


YAT concession for businesses faces curb 


By Jim Kelly, 

Acco u ntanc y Correspondent 


Dispute over costs of extra access for disabled people 


The City of London could 
face a £400m ($656m) tax bill 
and heavy compliance costs 
under proposals yesterday 
from Customs & Excise 
which were attacked by tax 
experts and companies. 

The figures are the latest 
estimate from Customs, 
which wants to restrict a 
crucial tax break enjoyed by 
many big financial services 
groups, especially banks, 
insurance companies and 
others In the medical, prop- 
erty and education sectors. 

A consultation document 
published yesterday and her- 
alded in the national Budget 
measures announced Ln 
March proposes restricting 
so-called “VAT grouping” to 
fully taxable companies - 


The government announced 
yesterday that all orga ni sations 
which provide a service to the 
public must make "reasonable 
adjustments' to allow full 
access to Britain's 6.2m 
disabled people, Simon Buckby 
writes- 

Ruth Lea, head erf pofley at 
the Institute of Directors, satf: - 
"We win work to Implement this 


with the best wifl in the world, 
but fear that it wfll inevitably 
add to business costs." But the 
Royal National Institute for the 
Blind Insisted: It's very hard to 
put a figure on it, but the casts 
are likely to be much less than 

expected." 

By 2004. businesses must 
have removed physical barriers 
restricting access to services, 


“Businesses based In 
inaccess&le premises wfll have 
to take reasonable steps to 
provide their service by 
alternative means," said Alan 
Howarih, minister for equal 

opportunities, 

By October next year, they 
must have taken reasonable 
steps to change practices, 
policies or procedures. 


excluding those Involving 
companies which are exempt 
from VAT. 

Edward Troup, head of tax 
strategy at Simmons & Sim- 
mons and a former Treasury 
expert said: This is a dis- 
grace. They do not even try 
and estimate the benefits for 
business. This is aimed at 


the City. They want to raise 
money but they know com- 
plete abolition would cause a 
storm.'* 

VAT groups were designed 
to cut costs by allowing sev- 
eral companies to pay tax as 
if they were one business, 
ignoring transactions within 
the group for tax purposes. 


VAT groups also enable 
exempt businesses - such as 
banks and insurance compa- 
nies - to avoid paying VAT 
within the group which they 
would not be able to reclaim. 

The Inland Revenue said 
VAT groups were being 
exploited to reduce tax and 
that there was a loss of reve- 


nue to the exchequer from 
exempt companies. It added 
that it was putting forward 
the proposal for consultation 
partly to discover what the 
costs to industry would be 
before deciding whether to 
press ahead. 

But Penny Ha milton . indi- 
rect taxes partner at Coo- 
pers & Lybrand. said the 
Revenue appeared to have 
made np its mind The doc- 
ument concentrates on how 
- not whether or why," she 
said. Tt is disturbing that 
there are no VAT compli- 
ance costs in this docu- 
ment." 

Colin Miles, head of indi- 
rect tax at BP and head of 
the indirect taxes subcom- 
mittee of the Confederation 
of British Industry, the 
employers' lobby, said the 
proposal showed the tax 


Mutuality is put to the test as 


AstarMdng sector ; - . -7> ' J- V \\ 

BgM afttwbiagraltoSllrigaobefiwlrn 994 yen stice become banks -1 


members vote on conversion 


Christopher Brown-Humes looks at a 
movement that has endured for 200 years 
but now faces questions over its relevance 


N ationwide, the UK's big- 
gest remaining building 
society, will hold the 
most important vote in its 
150-year history next month 
when members will be asked 
to decide whether It should 
become a bank. 

Building societies - and 
life assurers - owned by 
their members and policy- 
holders are part of a British 
tradition stretching back 
more than 200 years- For 
many years they were the 
main providers of loans to 
homebttyers. 

But the relevance of mutu- 
ality is being challenged. 

Over the past two years, 
there has been an unprece- 
dented wave of conversions 
by mutuals, which become 
banks listed on the stock 
market and owned by share- 
hold ers. The societies that 
are left claim to provide a 
better service than the 

h anlrs 

The government has given 
clear signals about the 
important role mutuals 
might play in its reforms - 
particularly in pension pro- 
vision - as the state moves 
its emphasis from welfare to 
self-care. 

Frank Field, the social 
security minister, has even 
suggested that mutuals 
could play a leading role in 
the overhaul. 

This would give them a 


similar role to the one occu- 
pied by friendly societies - 
mutual groups which pro- 
vided everything from pen- 
sions, sickness benefits and 
.life assurance - before the 
modern welfare state was 
established. 

No one doubts that mutu- 
als have played a crucial 
role over the past two centu- 
ries. 

The first life assurer, Equi- 
table Life, was formed in 
1762 and is still going strong. 


The government 
has given clear 
signals about the 
important role 
mutuals might 
play in its reforms 


The first building society 
was set up by Richard 
Ketley at the Golden Cross 
Inn in Bir mingham ]q the 

English Midlands, in 1775. 

Building societies really 
did build houses in those 
days. 

They were formed by 
small groups of craftsmen 
and other white-collar work- 
ers who saved regularly to 
build up a fund that was 


used to buy land and then 
put up homes. As each one 
was completed the group 
held a ballot to decide which 
member should occupy it. 
They gradually evolved into 
permanent organisations 
rather than winding up 
when everybody in the 
group had been housed. 

But as recently as two 
years ago, mutuals were 
being accused of losing sight 
of their co-operative roots 
and of being more interested 
in profit than customer ser- 
vice. They were seen as 
being rapacious and un- 
sympathetic, like banks. 

They have made a deter- 
mined effort to cast them- 
selves in a more positive 
light and to justify their con- 
tinued existence. In particu- 
lar, a fierce battle is raging 
in the mortgage and sav ings 
sector between societies and 
the former mutuals. 

Adrian Coles, director-gen- 
eral of the Building Societ- 
ies’ Association, says mutu- 
als are winning market 
share and showing they are 
better for customers because 
of their lower margins. He 
says this is passible because 
societies do not have share- 
holders to whom they must 
pay dividends. 

But the evidence on the 
savings side Is much more 
patchy and Moneyfacts, the 
data provider, has accused 
building societies of failing 
to offer the best rates. 

Independent surveys have 
provided evidence that cus- 
tomers are better off with a 


BkmktfRni 

•MMuMiua 




BriaU&WM 






Northern Hoc* 






P&G to 
invest 
$164m 
in extra 
factory 


By Shefe Jones to 


Nafcnto&PtariocU 


Srarflocd & Bfeijtef 


Ontentem & Gtoucutar . 


-ManceaLefcssfcr 


Leeds Paraxrent 


. -tats top ,15 sodetes 
fi.iakranttdbjr, 

; -Jteraaea ; ,>." 

, -l - ^ : 

SodeQte flattest 
' tones coowteftol 
— toft&SBiMB. 




mutual life office than a 
company. The Personal 
Investment Authority com- 
pared pensions this year and 
said mutuals were projecting 
maturity values 4.4 per cent 
higher than proprietary 
groups. 


T his also supports the 
view - other things 
being equal - that mutu- 
als should offer their custom- 
ers a better deal simply 
because - they do not have to 
pay dividends. 

But surveys show that the 
picture is not simple. Kate 
Hoey. junior minister in the 
social security department, 
says: “Mutuality does not of 
itself guarantee better 
returns and service than 
other forms of ownership. 
There are very good joint 


stock companies and less 
good mutuals, and vice 
versa." 

Do mutuals treat their cus- 
tomers any better than com- 
panies, anyway? Evidence 
from the £llbn (SlSbn) per- 
sonal pensions mis- selling 
scandal suggests not. Sun 
i.ife of r« nada and F riends 
Provident, both mutuals, 
have received two ol the big- 
gest fines. 

But media and political 
sentiment has shifted 
sharply in favour of mutuals 
in the past year. They are 
seen increasingly as an 
important competitive farce 
in the market Nationwide 
defeated comfortably an 
attempt to farce it to convert 
to a bank last year. 

It is expected to triumph 
again. 


AIR TRAFFIC CONTROL FURIOUS STAFF FEAR THAT DRIVE FOR PROFIT WILL LEAD TO CUTS 


Private cash proposal may be revived 


By Michael Skapinker and 
George Parker to London 


Sir Malcolm Field, chairman 
of the Civil Aviation Author- 
ity. which owns National Air 
Traffic Services, said yester- 
day be believed the govern- 
ment was now serious about 
introducing private sector 
investment Into UK air traf- 
fic control. 

Until this week, the CAA 
and Nats believed the gov- 
ernment had buried the idea 
of privatisation. But Sir Mal- 
colm said: “I'm pleased this 
has come back as an issue.’' 

it is understood that John 


Prescott, deputy prime min- 
ister and chief transport 
minister, reached an agree- 
ment in principle last week 
with Gordon Brown, chan- 
cellor of the exchequer, to 
Introduce greater private 
sector involvement ln Nats. 

Air traffic controllers 
reacted with fury. “A pri- 
vately owned Nats would be 
driven by the need to make a 
profit and staffing levels 
would be cut, putting even 
more pressure on over- 
worked controllers." said Joe 
Magee, aviation officer at the 
1PMS union, which repre- 
sents most controllers. 


The CAA rejects the argu- 
ment that privatisation 
would compromise safety. 
Although it says the UK’s 
skies are safe, it argues that 
the institutional relationship 
between the CAA and Nats 
is unhealthy. The CAA is 
responsible for regulating 
and supervising Nats, but it 
also owns it. The best way to 
ensure aviation safety, the 
CAA says, is for the organi- 
sations to be separated. 

Full privatisation is 
unlikely. The government 
has several options: 

• The sale of a stake to pri- 
vate investors. If private 


investors took 49 per cent, 
leaving the government- 
owned CAA in majority con- 
trol, Nats* borrowings would 
still form part of the public 
sector borrowing require- 
ment. The CAA would prefer 
to see the private investors 
take 51 per cent 

• “Corporatisation". This 
would mean that Nats would 
remain government-con- 
trolled but would be given 
the right to borrow pri- 
vately. New Zealand, Ger- 
many and the Netherlands 
have gone down this route. 

• The “Canadian solution". 
In 1996, Canada’s air traffic 


control was turned into a 
not-for-profit corporation 
run by representatives of the 
government, airlines and 
trade unions. The corpora- 
tion can barrow privately. 

Many airlines favour the 
Canadian solution for the 
UK. They argue that air traf- 
fic control is a monopoly ser- 
vice and they do not want to 
have to pay more to fund 
dividends to private share- 
holders. The CAA says it 
does not provide sufficient 
incentives. 


See Lex in Companies & 
Finance: UK 


NORTHERN IRELAND POLICE CALLED IN AFTER DOCUMENT REVEALS RIFT BETWEEN GOVERNMENTS 


Ministers fear officials’ role in leaks 


By Jimmy Boms In Belfast 


Leaks of politically sensitive 
documents from the UK gov- 
ernment's Northern Ireland 

Office have fuelled minis- 
ters' concern that local offi- 
cials may be conspiring to 
disrupt the peace process. 

Police have been asked by 
the Northern Ireland Office 
to Investigate following the 
latest leak which revealed 
an embarrassing rift 
between the British and 
Irish governments over the 
composition of the police 


reform commission for the 
north. 

“Leaks are damaging to 
good government and every 
effort will be made to dis- 
cover who leaked this docu- 
ment," the office said yester- 
day. 

The latest document to be 
leaked is a confidential 
three-page memorandum 
written by a Northern 
Ireland Office official work- 
ing as private secretary to 
Mo Mowlam, chief minister 
far Northern Ireland in the 
UK government. The memo 


details exchanges - involv- 
ing Dublin, the White House, 
the moderate nationalist 
Social Democratic and 
Labour party, and Sinn FGin. 
the political wing of the Irish 
Republican Army* - in the 
run up to the announcement 
of the commission by the 
Northern Ireland Office last 
Wednesday. The memo was 
leaked to Jeffrey Donaldson, 
an MP in the pro-British 
Ulster Unionist party who 
campaigned for a vote 
against the peace agreement 
in last month's referendum. 


It makes clear that the 
Irish government was angry 
about the lack of consulta- 
tion over the commission 
and the absence from the 
shortlist of names it had pro- 
posed in consultation witb 
US officials, the SDLP and 
Sinn Fein. 

An Irish government offi- 
cial Indicated yesterday that 
in his view a line had been 
drawn over the police com- 
mission controversy. 

David Andrews, Irish for- 
eign minister, earlier said 
those who had leaked the 


document were “sneaky 
people" determined to under- 
mine the Anglo-Irish 
cooperation which led to the 
peace settlement and under- 
pins the peace process. 

Gerry Adams, Sinn F6in 
president, said the person or 
persons behind the leak 
should be dismissed. “The 
bureaucrats who have run 
the place don’t want to give 
up their hold and don't want 
to see nationalists having 
our entitlement and don’t 
want to see equality," he 
said. 


Procter & Gamble, the US 
consumer products group, is 
to invest nOQm ($l6fcn) in a 
new tissues and towels fac- 
tory in the northern England 
city of Manchester. The 
move shows that tt is ready 
to enter the UK soft tissue 
market far the first time. 

lie c ompany dominates fa 
the UK’s competitive dispos- 
able paper products market, 
worth about £2bn a year, 
including feminine hygiene 
products and nappies. How- 
ever, P&G has yet to enter 
the UK m«ria»t in toilet and 
kitchen tissues, led by Kim- 
berly-Clark of the US, which 
malwa Andrex, and SGA of 
Sweden, which produces 

KTppnpy ttesnp s 

Procter & Gamble already 
employs LOOO people at fac- 
tories in Manchester, mak- 
ing soaps and nappies 
including its leading brands, I 
Fairy Liquid, Ariel washing 
powder and Pampers. It 
employs mere than 5,000 ln 
other parts of the UK, 
including north-east 
England. 

P&G already sells toilet 
tissue in the US and in Ger- 
many and launched its 
Bounty kitchen paper in 
Germany, Austria and Swit- 
zerland a year ago. 

The company had been 
expected to launch soft- 
tissue products in the UK as 
part of a European expan- 
sion, although the UK mar- 
ket is harder to eater 
because of the dominance of 
own-label brands sold by the 
big supermarkets. 

It is likely P&G will want 
to strike sooner rather than 
later, given Kimberly-Clark's 
difficulties in the European 
market which have 
prompted two restructurings 
in recent years including 
thousands of job cuts. While 
the UK soft-tissues m a r ket is 
buoyant, particularly in 
kitchen towels, the super - 
i market brands have under- 
mined the positioning of pro- 
ducer labels. 

The neW factory is backed 
by a £7m aid package, com- 
prising £3m government 
funding, £3m from Rn g hwh 
Partnerships, the regenera- 
tion agency, and £lm from 
Manchester’s Training and 
Enterprise Council. 

• H & W Systems, a 
machine tool accessories 
manufacturer based in Kings 
Mountain, North Carolina, is 
to open its first factory in 
the UK. The 4JJ60 sq m fac- 
tory in the Dearne Valley 
enterprise zone in northern 
England will be backed by a 
£500,000 ($620,000) UK gov- 
ernment grant 

Meanwhile, Sara Lee Bak- 
eries, the foods division of 
Chicago-based Sara Lee, said 
it was moving its UK com- 
mercial operations to new 
offices in the northern 
England city of York. About 
100 sales and marketing staff 
would transfer from other 
UK offices and jobs would be 
created. The company 
employs about LS0G people 
in northern En gland. 
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BRITISH TELECOMMU NICA T IONS 


authorities viewed normal 
tax planning and business 
efficiency as tax avoidance. 

Tax expert s said that the 
proposal would hit hard 
companies that had set up 
separate service, treasury, or 
st aff companies within a 
VAT group and might now 
have to restructure to avoid 
extra taxation. Some compa- 
nies mi ght relocate depart- 
ments outside the UK as a 
result 

“This proposal will force 
financial institutions to 
restructure, dramatically 
increase red tape and in 
some cases generate VAT 
costs where there really 
should not be any,” said 
Andrew Bums, VAT partner 
at Deloitte&Toucbe. 

Consultation an the docu- i 
meat runs untQ 30 Septem- 
ber. 


Internet access service 
to be subscription-free 


j .MnifjtiwM rs to offer its custom era a simple, 

subscnptton-fre^^-^-^2^ caj| ^ Personal 

3 rrvyto™ communications device and 

Mrtc* to the interna a*®* quriHy 

arhamir. me new service, Dwteveo to be 

tte finrt of fts kind, is 3i^ 

people In Britain who have irtertiet-^pabteperew^^np^- 
££b!!t who have not signed up wrth an internet savtopro- 


SXbM iSSy subscription internet service. 

it does not see the new pay-as-you goser- 

to Jndepandentfritanrt s^^Fmo^ers. 

It added that OfS, the tefecamnamteatja^^ had 

been notified of its plans. Paul Taylor, London 


PERSONAL INVESTMENT 


Complaints increase by 54% 


THE ECONOMY 


Factories step up production 


FUEL TAX PROTEST 


Police to prosecute drivers 


Police said yesterday they would prosecute 14 truck drivers 
who took part on Monday in a "go slow" convoy of truckers 
protesting at what they claimed was a higher level of duty 
Imposed on diesel fuel in the UK than in the rest of the Euro- 
pean Union. More than 60 trucks drove at speeds as low as 
25kph dong the M25 London orbital motorway. 


SALES OF NEW TRUCKS 
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Registrations jump 22% in year 
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Give Cowdery, Chief Executive, Scottish Amicable - International Assurance. 
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The number of complaints to the 

rty ombudsman increased by 54 per cert^y^tr- TonyHoL 
land. the ombudsman, yesterday attacked setVK * ts 

providers for shrouding their products m a “vea of mpenetra. 
Me language". He sakL “Ttme and again it is clear that one of 
the main reasons for the dispute in the fast places that the 
claimant did not understand exactly what had been pur- 
chased. This may have been because the explanatwnstfven 
were unsatisfactory or even worse, misleading, or ... the 
explanations given were not understood, let alone remem- 
bered.’ Complaints to the ombudsman’s bureau rose from 
4,310 to 6,609 in the year to March 31. The number of cases 
dealt with increased by 72 per cent to 5.800 after the bureau 
took on more staff to cope with a mounting backlog. Com- 
pensation paid to complainants climbed from £4.3m to £6m 
($9.8m). Payouts varied from £462,000 to £25, with an aver- 
age of £4,630. The bureau found in favour of the complainant 
in 41 per cart of cases. Cfaistopher Brown-Humes, London 
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* : - •_ . _ Britain’s manufacturers 

UK Industrial output stepped up production for the 

-fend todonp : third successive month in 

V! ... ... April, but recent survey evi- 

“ ' dence suggests that the 

strong pound wiil soon force 

vtvT'^ them to retrench. Factory out- 

{i’c put rose by 0.1 per cent in 

■ j April, the Office for National 

• ' ^ B J Statistics said yesterday. But 

H" output was lower than in the 
;os I _ same month a year ago, with 

£ . the underlying trend flat RevL 

Tao sions to data for the previous 

r- V ! ■ m three months confirmed that 

■-^a= , i the factory sector was in 

•;>jf ./far’ igg7 . • 98 Apr technical recession around 

iwwrnwitwww’ •; the turn of the year, with out- 

: • put falling for two successive 

quarters. But the second quarter has begun wife output 
above its average level for the first 
Looking at the three months to April, output fell in fuels, 
metal and food, drink and tobacco. There was modest growth 
in chemicals and “other manufacturing", with only engineering 
growing strongly. The factory output data were slightly stron- 
ger than City economists had predicted, but the broader mea- 
sure of industrial production exceeded expectations to a 
much greater degree. Industrial production, which accounts 
for 28 per cent of whole economy output, rose by 1 per cent 
in April. Robert Chote, London 
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Downtown moves centre stage 

Pierre Ruhe on the opening of the Bass Performance Hall as part of an exciting new development in Fort Worth, Texas 


TOiere were some surprises at the 
opening celebrations of the new 
Bass Performance Hall In Fort 
Worth, Texas. During the final 
movement of Rachmaninov’s Sec- 
ond Concerto, the pianist Van 
Clibum - Fort Worth's most 
famous son - fainted, falling 
heavily to the Door,, later 
reported as a case of exhaustion 
agitated by the sooty air pairing 
over Texas, blown north from 
Mexican forest fires. 

The recently opened hall, how- 
ever. Is the latest in a happy 
trend. It may signal the end of 
the era of acoustically poor, 
“industrial" looking, multi-pur- 
pose concert halls which largely 
ignored the needs of audiences 
and performers alike. Aconsti- 


ignored in pursuit of a question- 
able post-war modernist agenda. 

The Bass Hall architect, David 
M Schwarz, designed a purposely 
old-fashioned, neo-Beaux Arts 
bunding in keeping with the bil- 
lionaire Bass- family’s scHmtm* for 
renovating downtown Fort 
Worth, once a bustling railroad 
and cattle-drive town. Packed 
within a few square blocks adja- 
cent to Bass Hall are shops, 
saloons, restaurants and thea- 
tres. Although appearing old. a 
great many of them have just 
recently been built, and comprise 
a survey of the last century in 
architecture: there is Art Deco, 
Art Nouveau, and 1920s Modeme, 
tnchidmg several Old West-style 
storefronts. Ringed around the 


cians are now routinely part of square's perimeter are glare s 
design teams, and the user- concrete high rises. 


friendly fundamentals of space, 
size and shape are no longer 


THE BADEN-B ADEN FESTIVAL 

Neglected Verdi 
brought to life 

Andrew Cfark hails the Royal Opera's 
triumphant new production of ‘I masnadieri’ 


It’s sunny and sweaty outside the 
Fesispielhaus, and all Sturm und 
Drang within. No, we're not in 
Bayreuth, nor Salzburg. The 
Royal Opera is holding court in 
the German spa town of Baden- 
Baden. the first of its summer 
stops outside London, and the 
change has already lightened the 
company's spirits. Shirt-sleeve 
temperatures and a spanking 
new festival theatre undoubtedly 
help, but the greatest fillip has 
been Monday’s tri umphant first 
night of a new production of- 
Verdi’s I masnadieri, written for 
London in 1847 but not produced 
there since. The Royal Opera is 

A gifted young cast 
sang its socks off, 
supported by Sir 
Edward Downes 
and a chorus and 
orchestra in 
splendid form 

taking it to SavonUuna and Edin- 
burgh over the next two months; 
London will have to wait another 
year. 

Anyone even vaguely inter- 
ested in Verdi should start mak- 
ing plans to see this production. I 
masnadieri - the first opera 
Verdi wrote far a foreign theatre, 
and the only one premiered in 
London - is much better than its 
reputation would suggest That, 
at least was the impression left 
by Monday's performance, in 
which a gifted young cast sang 
Its socks off, supported by Sir 
Edward Downes and a chorus 
and orchestra in splendid form. 
Elijah Moshinsky's staging, viv- 
idly lit by Howard Harrison, does 
not offer much in the way of 
interpretation, but Paul Brown’s 
set is simple enough to cope with 
Verdi’s cinematic scene-changes, 
and sophisticated enough to 
reflect the emotional storms of 
characters for whom crisis is a 
way of life. 

The only reason I can give for 
the neglect of I masnadieri is that 
it lacks a big tune and is sur- 
rounded by better-established 
works in the Verdi canon - Mac- 


beth on one side, Rigoletto, 17 tro- 
vatore and La traoiata on the 
other. What this performance 
proves is that you should never 
underestimate any Verdi. Struc- 
turally he may be marking time, 
but the issues which inspired 
him most - moral frailty and the 

complexity of blood relationships 

- are central to the plot. His 
friend Andrea Maffei compressed 
S chill er's unwieldy first play The 
Robbers into a skeleton libretto, 
preserving just enough of charac- 
ter and situation to feed Verdi's 
imagination. The result has 
unbridled energy and blistering 
momentum, spiced with the kind 
of vocal elegance only a Jenny 
Lind, the first AmaHa, could have 
prompted. 

In a pre-performance talk, 
Moshinsky characterised the plot 
as a desrient from 18th-century 
classical order to 29tb-eentury 
•Rnmantic madness- a conflict Of 
generations, in which two war- 
ring brothers yicdently reject the 
values of their father. It's an 
interesting t hesis, and one cen- 
tral to the whole Sturm und 
Drang movement 

But how do you develop it in 
the theatre? Brown's costumes 
and props place the action -in' the ' 
period immediately after the 
French revolution. The set is a 
revolving glass wall which acts a 
sort of -weather vane: storm 
clouds give way to rain and 
snow, and by the end the wall 
has disintegrated into a charred 
ruin. It’s a simplistic way - of 
depicting the drift to chaos - the 
production fails to develop 
beyond halfway mark - but it 
has the merit of breaking the 
stage into different shapes with- 
out stopping the action. 

Moshinsky b as no magic potion 
for Verdi's rudimentary finale, 
but where he does score is in the 
poise he brings to each ensemble 
and aria: the balance between 
movement and stillness is flaw- 
less. His four lead singers make 
an integrated team - old enough 
to have mastered the style, 
young enough not to have devel- 
oped mannerisms. 

Franco Farina's Carlo, looking 
like an Italian Rob Roy, wields 
his lusty tenor with animal mus- 
cularity, and commands an 
equally impressive JU di voce. As 
the dastardly Francesco, Dmitri 
Hvorostovsky reminds us that 


many American cities - of down- 
town as the cultural centre, the 
“entertainment destination". It is 
an experiment In commercial 
development, s*nA a performing 
arts venue is part of the package. 
The 2.100-seat auditorium is mod- 
elled loosely on Carnegie Hall, 
and only the still-sparkling. 


designed and pleasing space. 
There are some odd lobby details, 
such as stairs on the main level 
that stymies the crowd's flow at 
intermission, and small things 
that need fixing: a properly 
stocked coffee bar. a convenient 
space to sell a few CDs and 
books, and doors that don't dose 


A clarinettist sat in an especially ‘live’ spot: 
the players clearly didn’t yet know what 
the new hall’s acoustic permitted 


What they are a tt e mpting to 
revive is the notion - long lost in 


newly quarried Texas Cordova 
cream limestone exterior, the 
up-to-date handicap facilities and 
the ornamental, trumpet-blowing 
angels on the facade place it 
unmistakably in our own era. 

Inside, Haw Hail is a smartly 


with, a distracting thud. But most 
importantly, the acoustic is on 
the whole acceptable, although 
some tinkering awaits. 

Acoustician Christopher JafFee, 
(from Jaffee. Holden. Scarbrough 
Acoustics) has created a flexible. 


high-tech environment. Sound 
absorbing curtains ring the audi- 
torium's upper walls and the 
stage shell is fitted with adjust- 
able baffles to seal the walls tight 
or to allow sound to leak out, as 
desired. Most prominently, a ceil- 
ing canopy of sound reflectors, 
five strips of gold-coloured wood 
the width of the stage, can be 
“tuned" to meet the layout of the 
assembled forces - although 
many halls have found that fine 1 
quent readjustment of similar 
acoustical canopies is inconve- 
nient; they tend to sample all the 
possible settings for the first sea- 
son or so and, once in a best-com- 
promise position, leave them be. 

The 867 million Bass Hall will 
be a multi-purpose venue, bous- 
ing not just the Fort Worth Sym- 
phony but also the Fort Worth- 
Da lias Ballet, the Fort Worth 
Opera and visiting Broadway 



From unscrupulous aristocrat to conacienco-stricken desperados Dmitri Hvorostovsky as Francesco 


his Verdi is as suave as his Moz- 
art; there's not much depth to the 
personality, and his ni ghtmar e 
aria doesn't quite come off but 
he charts a confident course from 
unscrupulous aristocrat to con- 
science-stricken desperado. The 
American soprano Paula Delli- 
gatti Is a real find: her Amalia 
looks fragrant, has a heavenly 
sense of line, and makes up in 
artistry and warmth of personal- 
ity what she lacks in showy bril- 
liance. Carlo Colombara com- 
pletes the line-up as a dignified 
father-figure. 


The chorus sing as if their lives 
depend on it, and it is impossible 
to exaggerate the role of Downes 
in preparing the score and bring- 
ing it to Ufe. Not a note sounds 
crude; Downes convinces us this 
is music of tenderness, grandezza 
and. in the filigree woodwind 
accompaniments and swaggering 
cabalettas, bruising vitality. 

This week’s performances of I 
masnadieri and La traoiata are 
the first staged productions in 
the new Festspielhaus. It’s a 
pleasant enough building. The 
acoustic is bright and direct, with 


just enough resonance. You enter 
through a dignified old station 
building, to find an interior of 
cool 1990s functionalism. But 
what is a sleepy vacation town of 
50,000 inhabitants doing with a 
2.400-seat theatre? With top 
prices of DM600 (£200), it’s hardly 
surprising they’re struggling to 
attract audiences. After the 
Royal Opera, John Eliot Gardiner 
arrives with his new Faistaff. 
closely followed by the Kirov 
Opera. Either Baden-Baden has 
money to bum, or it has ideas 
above its station. 


musicals. Best known globally is 
the quadrennial Van Clibum 
International Piano Competition, 
which will also share space. 
Across the street, connected via a 

t unn el, is a st orage / reh earsal 

building. Yet some important 
matters are still in negotiation: 
for example, the local opera com- 
pany will need a “smart" stage 
area, full of machinery for 
manipulating sets and props, 
whereas touring musicals want 
an empty box Into which they 
iiwinari their own machinery. 

The Fort Worth Symphony, 
accustomed to playing in a cav- 
ernous, modernist convention 
centre, will naturally improve 
now that the players can hear 
each other. In an opening week 
performance of Carmina Burana, 
the chorus was well prepared and 
dearly audible, but the orchestra 
was mostly a grey mezzo-forte, 
and the violins were muddy (1 sat 
in the parterre, cello side), too 
easily covered by the choir or 
brass. A clarinettist sat in an 
especially “live" spot, and the 
players clearly didn’t know what 
the new hall permitted. With the 


announced retirement of John 
Giordano, after 26 years as music 
director, they must now search 
for a strong orchestra builder. 

On the same programme, 

Nadja Salerno -Sonnenberg's 
charge through Tchaikovsky’s 
Violin Concerto was not so much 
in search of music as to release 
loads of pent-up adrenalin. The 
soloist’s spot on stage projected 
well, even in the quietest pas- 
sages. 

At the back of the upper-most 
balcony there is a high ceilinged 
cavity, just like Carnegie's, to 
increase volume for the cheapest 
seats. Yet for a chamber music 
concert, played with passion by 
the Ying Quartet, the strings 
sounded distant, fuzzy and dull. 
Carefully placed reflectors 
behind the performers may help, 
but perhaps at some loss of 
sound quality at the ground 
level 

With so many organisations 
sharing one stage, acoustical 
trade-offs may take a while to 
sort out. Fortunately, the hall 
was designed to accommodate 
adjustments. 


Both sides of the 
Bard artfully caught 


THEATRE 

Modi Ado About Nothing 
Playhouse Theatre, London WC2 


How should Shakespeare be 
spoken, acted, and presented? 
There Is a larger debate ou this 
occurring on our stages than is 
generally realised. Go, for exam- 
ple, from Cheek by Jowl's Much 
Ado About Nothing to the Young 
Vic’s Twelfth Night. Both of them 
opened in London last week; both 
of them are distinctive, impor- 
tant stagings: one is miles apart 
from the other in method. 

1 imagine that Cheek by Jowl 
would disapprove of the extremes 
of unsupported pianissimi and of 
musical accompaniment at the 
Young Vic: and I imagine that 
the Young Vic would purse its 
collective lips at the textual chop- 
pings and multiple employments 
of the same one song used by 
Cheek by JowL Both use far too 
many pauses and silences, and 
both companies are true ensem- 
bles; but fine “ensemble style” 
may really be a modem Imposi- 
tion on Shakespeare. And so on. 

My brief here Is to report on 
Cheek by Jowl’s Much Ado, 
directed by Declan Donnellan. It 
is intelligent and lucid, and it 
makes something fresh, often 
surprising, from the play’s amal- 
gam of black, bitter, sexist melo- 
drama and brilliant, witty, sexu- 
ally antagonistic drawing-room 
comedy. 

Cheek by Jowl's way with a 
familiar play has the effect of 
cleansing the palate. Beatrice 
and Benedick change from 
two-dimensional drawling jokes- 
ters into tenderly compassionate 
and painedly honourable lovers. 
Claudio's shocking readiness to 
denounce Hero at the altar as a 
strumpet is put in context of his 
(slightly homosexual, largely 
misogynistic) military male 
ethos. The absence of obtrusive 
scenery and the flexible use of 
stage props is (in Nick Ormerod's 
designs) a tonic, and is part of 
Donnellan’s always wonderfully 
mobile directorial method in 
which scene fluently overlaps 
with, or contrasts with, scene as 
if by cinematic editing. 

The production (set in roughly 
Edwardian period) gains momen- 
tum and texture as it proceeds. 
About much of its earlier scenes, 
1 have reservations. The Cheek 
by Jowl style is often emphatic, 
sometimes laboured. Some of its 
splicing of scenes is excessive, as 
are some of its pauses mid-line. It 


takes far too long a time for any 
of these characters to become 
three-dim ensional ; and the house 
style tends to introduce them 
with a strenuously one-dimen- 
sional character device. 

Beatrice and Benedick both 
drawl so much at first that it 
weighs down their wit. And the 
ball is so noisy that they have to 
shout over its music. Far too 
much is made of the pulling of 
Hero's bridal bodice-strings: any 
bride might faint in those condi- 
tions. regardless of her degree of 
shock and innocence. Her father 
Leonato’s slow silent walk across 
the stage to point ins finger at 
Claudio is an over-artful effort at 
suspense. Cheek by Jowl strips 
away many bad post-Shakespear- 
ian trappings from Shakespeare; 
and yet its method is not the art 
that conceals art. 


Something fresh is 
made from the play’s 
amalgam of witty 
drawing-room 
comedy and bitter, 
sexist melodrama 

Saskia Reeves and Matthew 
Macfadyen are Beatrice and 
Benedick. Their playing of the 
later scenes is beautifofly multi- 
faceted. funny, and touching: 
their big scenes are played with 
greats' delicacy and speed than 
almost any other London produc- 
tion of at least the last 20 years. 
Too bad they have to work so 
hard earlier on. For a long while, 
only Justin Salinger as Baraduo 
speaks the speech trippingly. But 
there is no bad performance here; 
the company style carries even 
the weakest actors. Too much 
point is made of “Men were 
deceivers ever" (this Much Ado 
hovers on the brink of making 
Much Ado a feminist tract); but 
the company's singing of the 
wedding and mourning chorales 
(music director Faddy Cunneen) 
is most affecting: 

Seldom onstage is Much Ado 
both dark and light. Sometimes it 
is too unrelieved! y bitter, usually 
too brightly comic. Cheek by 
Jowl catches both sides. At 
times, you want it altogether 
more artless; but, by the end, it 
has added up Into a complex 
experience. One is both uplifted 
and disturbed; and the combina- 
tion makes one feel - as Shake- 
speare should - more human. 
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INTERNATIONAL 

Arts 

Guide 

AMSTERDAM 


OPERA 

Netherlands Opera, Hot 
Muztektheater 
Tefr 31-20-551 8911 
Siegfried: by Wagner. New 
production conducted by Hartmut 

Haenchen In a staging by Piero 
Audi; Jun 13 ■ 

BERLIN 

CONCERTS 
Konzerthaus 
Tel: 49-30-203090 

• Berlin Symphony Orchestra: 
conducted by Michael Schonwandt 
In Messiaen’s ‘TurangaDte’' 

Symphony; Jun 11, 12, 13. 15 

• Berliner Symphoniker 
conducted by Stefan Malzew in 

works by Brahma and Strauss. 

With darinet soloist Wolfgang 
Meyen Jun 14 

PMh m notfe 

Tat 49-30-2548 8354 . . 

• Berlin Philharmonic Orchestra: 
conducted by Lorin Maazel In 
works by Strauss and Wagner; Jun 

ID, 11 - • .. /• * 

• Berlin Philharmonic Orchestra: 


conducted by Wolfgang SawaLHsch 
in works by Haydn; Jun 15 

OPERA 

Deutsche Oper 

Tek 4030-34384-01 .. 

Manoru by Massenet New 
production conducted by Jffi Kout 
in a staging by Cesare Ueve. With 

sets by Marghertta PaiU and 

costumes by Luigi Perego; 

Jun 1*1,13 

BONN 

EXHIBITIONS 

Kuist- raid Aussteflungshalfo der 
BundesrepubJBt Deutschland 
Tel: 49-228-917 1200 
WWVt.kah-bonn.de 
Greet Collections: the latest in this 
scries of exhibitions is devoted to 
the Musde du Petit Palate in Parte. 
Concentrating on- the museum's 
holdings of 19th century French 
art the show comprises nearty 200 
works and ranges across painting, - 
drawing and sculpture. Includes 
works by Ingres, Delacroix and the- 
Impressionists: to Sep 27 

Kunstmuseum 

Tek 49-228-776281 
Parti Prte: more than 400 

photographs by design®- Kail 
Lagerfeld, Inducting portraits, 
architecture and landscapes; from 
jun 10 to Jut 26 

BRUSSELS 

OPERA 
La Monnato ■ 

Teh 32-2-229 121 1 
The Turn of the Screw: by Britten. 
New production conducted by . 
Antonio Pappano In a staging by 


Keith Warner, with designs by 
Stephane Lazaridis. Cast includes 
Susan Chfloott and Anthony Roife 
Johnson; Jun 14 

DUBLIN 

EXHIBITION 

Irish Museum of Modem Art 
Tel: 353-1-612 9900 
Peter Shelton: godspipes. 
Monumental sculptural piece by 
the Los Angeles-based artist, 
b.1951. Inspired by the human 
body, it comprises hundreds of 
lead and fibreglass pipes installed 
In the museum's West Wing; to 
Jun 14 


GLYNDEBOURNE 

OPERA 

Gtyndeboum» Festival Opera - 

Tek 44-1273-835 000 

• Cosi Fan Tutte: by Morart. New 
production by Graham Vick, 
conducted by Andrew Davis. Cast 
includes Alai Opie and Barbara 
Frittoli. With the London 
Philharmonic Orchestra; Jim 12 

• Katya Kabanova: by Janafiek. 
Revival of Nikolaus Lafmftoff’s 
production, conducted by Yakov 
Kreizberg, with designs by Tobias 
Hoheisel. Cast indudes Amanda 
Rooeroft. With foe London 
Philharmonic Orchestra; 

Jun -11, 14 


HELSINKI 

OPERA 

Rnrtish National Opera 
Tek 358-9-4030 2231 
• Die WaikOre: revival of last 
yeaTs coftaboratiori^ between Leif 

Segerstam and Gfflz Friedrich, with 


designs by Gottfriend Pflz; 

Jun 11, 14 

• The Magic Flute: by Mozart 
New production by Swedish 
director Etienne Glaser, designed 
by Pet e r Tlilberg. Conducted by 
Okko Kamu; Jun 10 

LONDON 

CONCERTS 
Barbican Hafl 

Tel: 44-171-038 8891 
London Symphony Orchestra: 
conducted by Bernard Haitink in 
works by Mozart and Strauss; Jun 
11, t4 

Wlgmore Hafl 

Tek 44-171-935 2141 
Aaron Rosand: recital by the 
violinist of works by Beethoven, 
Bach and Brahms, accompanied 
by Hugh Sung; Jun 10, 13 

DANCE 

Barbican Theatre 
Tel: 44-171-638 8891 
The Royal Ballet triple bin 
comprising Ninette de Valois' The 
Rake’s Progress, Ashton's Birthday 
Offering, and 'a new work by 
Ashley Page; Jun 15 

EXHIBITION 
Hayward Gallery 

Tel: 44-171-261 0127 
wwwJtaywaid-gaBe/y.o/gMk 
Anish Kapoor one of a generation 
of British artists who came to 
prominence in the 1980s, Kapoor 
creates sculptures using Stone, 
steel, »id mirrored metal. This is 
the fast major showing of his work 
in a public gallery in Britain, and 
Indudes massive new stone 
pieces; to Jun 14 


OPERA 

English National Opera, London 
Coliseum 

Tek 44-171-632 8300 

• Carmen: David Ritch and John 
La Bouchardfere direct a revival of 
Jonathan Miller's production, 
conducted by Noel Davies. The 
title role Is sung by Safly Burgess; 
Jun 11. 13 

• Doctor Ox's Experiment; world 
premiere of a new opera by Gavin 
Bryars, with a libretto by Blake 
Morrison, after Jules Verne. The 
production is directed by Atom 
Egoyan, with sets by Michael 
Levine and costumes by Sandy 
Powell. Cast includes Bonaventura 
Bottone; Jun 15 

• Manoru by Massenet New 
production by David McVicar, 
designed by Tanya McCaflin. Rosa 
MannJon sings the title role and the 
conductor is Paul Daniel; Jun 10, 

12 

MANCHESTER 

CONCERT 

Palace Theatre 

Tek 44-161-242 2503 
Opera North: Of Thee l Sing , by 
George Gershwin. Concert 
performance, with Rebecca Carts 
and Kim Criswell; Jun 13 

OPERA 

Palace Theatre 
Tek 44-161-242 2503 

• Opera North: Joan of Arc, by 
Verdi. New production by Philip 
Ptowss, conducted by Richard 
Fames with a cast headed by 
Susannah GJanvtUe and Arthur 
Davies; Jun 10 

• Opera North: Eugene Onegin, 
by Tchaikovsky. New production 


by Dalia Ibefhaupteite, conducted 
by Steven Sloane. The cast Is led 
by Alwyn Mel lor and Peter 
Savidge; Jun 12 

MARTIGNY 

EXHIBITION 

Fondation Pierre Gianadda 
www. gianadcia- ch/index-html 

Paul Gauguin retrospective: 
organised to mark the gallery's 
20th anniversary. More than 100 
works have been borrowed from 
public and private coflections from 
around the world; from Jun 10 to 
Nov 22 

MILAN 

OPERA 

Teatro alia Scale 
Tek 39-2-88791 
www.lascala-milano.tt 
Manon Lescaut by Puccini. 
Production by Liliana Cavanl 
conducted by RJccardo Muti; Jun 
10,11,15 

MUNICH 

CONCERTS 
Phil ha rmonic Qastdg 
Tek 49-89-5481 8181 
Munich Philharmonic Orchestra: 
conducted by Herat Stein in 
Pfitmerts "Von deutscher Seete”. 
With soloists Doris SoffeJ, Luana 
DsVoi, Thomas Moser end Alfred 
Muff, Jun 11, 13, 15 

SAN FRANCISCO 

CONCERTS 
Davies Symphony HaU 
Tek 1-415-884 6000 
wwwAteymt3hQny.org 


San Francisco Symphony 
Orchestra: conducted by Michael 
TTIson Thomas in works by Mahler, 
including Symphony No. 5. With 
mezzo soprano Frederica von 
Stade; Jun 12, 13 

TOKYO 

CONCERTS 
Suntory Hafl 
Tek 81-3-3584 9999 

• Japan Philharmonic Symphony 
Orchestra: conducted by Neeme 
J&rvi in works by Grieg and 
Beethoven; Jun 13 

• Yomiuri Nippon Symphony 
Orchestra; conducted by Jeffrey 
Tate in Haydn's Die Jahreszeiten; 
Jun 11 

TV AND RADIO 

• WORLD SERVICE 
BBC World Service redo for 
Europe can be received in western 
Europe on medium wave 648 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

06J30: Moneyline with Lou Doth s 
13^0: Business Asa 

1930: World Business Today 
22JXk Wodd Business Today 
Update 

• Business/Market Reports: 
05:07; 06.-07; 07:07; 0820; 0020; 
1020; 11:20; 11:32; 122D, 13:20; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports live from LJFFE as the 
London market opens. 
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COMMENT & ANALYSIS 




EDWARD MORTIMER 


Serb tragedy 


In Kosovo, as In Bosnia, western intervention seems likely to be 
too late and too half-hearted to avert disaster 


Terrorism pays. At least. It 
does if you accept the OS 
description of the Kosovo 
Liberation Army as a 
“terrorist’’ organisation. 

A year ago, Kosovo was an 
issue strictly for Balkan 
specialists. They knew it was 
where all the Yugoslav 
troubles started in the late 
1980s when Slobodan 
Milosevic, the president of 
federal Yugoslavia, whipped 
up Serb fears of Albanian 
domination to build himself 
a nationalist power base. 
They also knew it was an 
unresolved problem, since 
the ethnic Albanians (92 per 
cent of the population! 
aspired to independence, 
while the Serbs remained 
implacably determined that 
Kosovo - “our Jerusalem" - 
was an inalienable part of 
Serbia. 

That was why the US 
maintained an “outer wall" 
of sanctions f mainly a ban 
on World Bank and 
International Monetary 
Fund loans; on Serbia even 
after Mr Milosevic had 
accepted the Dayton 
agreement on Bosnia. But 
little was actually being 
done about Kosovo. It was 
Dot a crisis worth the 
attention of presidents or 
prime ministers. 

Now. by contrast, Tony 
Blair is discussing it on the 
phone with Bill Clinton and 
Boris Yeltsin. The European 
Union and the US are 
reimposing sanctions. Nato 
is reviewing military 
options. The UK is 
circulating a draft UN 
Security Council resolution 
authorising the use of “all 
necessary measures’*. This is 
serious stuff. 

What has changed? A year 
ago Kosovo was miserable, 
poor, sullen, resentful . . . but 
peaceful, because the 
population was sticking to 
the Gandhi an strategy 
prescribed by Ibrahim 
Rogova. the “president" it 


had elected, unofficially but 
overwhelmingly, in 1992. 

Mr Rugova aimed to 
achieve independence 
peacefully, by cultivating 
western support and 
counting on the lS-toone 
difference in birth rates 

between Albanians and 

Serbs. Better wait a decade 
and win peacefully, he 
argued, than rush and risk 
hundreds of thousands of 
lives. 

But this strategy became 
increasingly untenable after 
Dayton. As the Bosnian 
journalist Tihomir Loza 
explains in last month's 
Issue of the review 
I Transitions: ' 'Rugova 's great 
strength was supposed to be 
access to western 
governments, but he - and 
thus the Kosovo Albanians - 
bad failed to win an 
invitation to the biggest 
Balkan talks of the decade." 

The Bosnian Serbs, who 
had committed all kinds of 
atrocities, won a place at the 
table and a virtually 
independent state 
comprising nearly half of 
Bosnia's territory. The 
Kosovo Albanians, who had 
behaved with exemplary 


moderation, got nothing. 

Not surprisingly, some of 
them decided to abandon Mr 
Rugova’s strategy and begin 
a guerrilla war. No doubt 
they anticipated the ferocity 
of the Serbian counter- 
offensive - which has now 

driven Of of 

ethnic Albanians from their 
homes - counting precisely 
on that to mobilise 
international interest 

Sure enough, it has done. 
Unfortunately it has also 
played straight into Mr 
Milosevic's hands. For him, 
to quote Mr Loza a g ain, “the 
recent violence in Kosovo 
has been a political boon, 
mobilising public support 
and pulling any straying 
politicians into line". 

So: the world's attention is 
aroused. It can see what Mr 
Milosevic is up to. This time, 
it wants to stop him before it 
is too late. What can or 
should it do? 

There are only three 
possible outcomes, 
succinctly s ummari sed in a 
timely book from an Athens 
think-tank." They are: 
independence; partition 
between Yugoslavia and 
Albania; and some degree of 



Rugova: his peaceful strategy became untenable after Dayton 


autonomy within 
Yugoslavia- 

Solar the Kosovo 
Albanians, in public at least, 
are willing to accept only the 
first But the Serbs, “with 
their fatal Instinct for 
worst-case scenarios", as the 
retired British diplomat Sir 
Reginald Hibbert puts It, 
“choose to Interpret this as 
meaning ‘Anschluss’ with 
the republic of Albania".** 

The west, so far, also 
apposes independence, 
having decided in 1991-92 to 

accept the break-up of the 
former Yugoslavia while 
treating the frontiers of its 
constituent republics as 
sacrosanct. (Kosovo has 
been part of Serbia since 
1912, although between 1974 
and 1988 it was in all but 
name a separate republic.) 

Behind this apparently 
arbitrary doctrine lies the 
fear that independence for 

Kosovo would trigger a 
further conflict in 
Macedonia, where the large 
Albanian minority (officially 
23 per Cent, bUt claiming to 
be 40 per cent of the 
population; is almost as 
disaffected from Slav rule as 
is the majority to Kosovo. 

The solution most 
outsiders would favour is for 
Kosovo to be given equal 
status with Montenegro as a 
third republic to the 
Yugoslav federation, in 
return for an internationally 
guaranteed undertaking not 
to secede. 

This idea is apparently 
backed by President Fatos 
Nano of Albania; and 
Mahmut Rak-aiH, a former 
Titoist leader in Kosovo who 
openly advocates it. was 
included in the team formed 
by Mr Rugova to April to 
negotiate with Mr Milosevic. 

Unhappily, those talks 
have now collapsed. Mr 
Milosevic has opted for war 
which, as elsewhere in the 
| former Yugoslavia, will lead, 
via ethnic cleansing, to 
either partition or the 
expulsion of the Serbs from 
the entire province. It bodes 
no good to anyone in the 
region - but least of all to 
the local Serb population to 
whose interests It is 
ostensibly being fought 
* Kosovo: Avoiding Another 
Balkan War. Ed. Thanos 
Vererms & Evangelis Kctf os, 
EUamep. Athens, fax +30 1 
3642139 

**The World Today, June 
1998 

Edward.hSortuner@FT.com 


LETTERS TO THE EDITOR 


Risk-taking overly encouraged by safety nets 


From Mr Hugh Douglas. 

Sir, Stephen Fidler’s 
article on a safety net pro- 
vided by the International 
Monetary Fund, or any other 
financial institution, having 
the effect of being a “moral 
hazard" is correct (“The dan- 
ger of a safety net", June 4). 

Many examples exist that 
substantiate the view that, 
indeed, safety nets do incul- 
cate taking greater risks 
than would otherwise be the 
case. We are human, fortu- 
nately. I can cite several 
examples: 

• Many economists to the 
US state that the saving and 
loan crisis was in part 
caused by the federal gov- 
ernment . insuring each 
deposit account for $100,000, 
which allowed S&L to 


assume higher risks with 
depositors' money. Had the 
insurance been for each 
depositor, the meltdown may 
not have occurred. 

• Automobile insurers find 
that four-wheel-drive "Jun- 
gle Jim vehicles" (sport util- 
ity vehicles) have more acci- 
dents in wintry and rainy 
conditions than ordinary 
cars because drivers take 
greats: risks, believing that 
all is safe with 4WD! 

• in the UK, when wearing 
seat belts was made manda- 
tory. serious injury and 
death of drivers and passen- 
gers declined, but more 
pedestrians were injured and 
kilte d. Why? Becaused driv- 
ers took greater risks, believ- 
ing that seat belts would 
bold them from harm. 


• Insurers in the US discov- 
ered that companies carry- 
ing high coverage against 
fto and accidents are more 
likely to file claims because- 
feeling "safe" with high lev- 
els of insurance protection, 
employees are less careful 
and tolerate risky situation^ 
These examples merei> 
suggest, and rightly so. that 
humans override safer j 
mechanisms because of a 
natural propensity for risk- 
taking. 1 would suppose that 
the invention of the stiiTUp 
that allowed a rider to gallop 
faster and turn quickly had 
no effect at all on safety 
because the horseman, no 
doubt a gallant and dashing 
fellow, was able to be a 
swashbuckler with more 
derring-do than sense. 


Hugh Douglas, 

80 Austin Drive, 

PO Box 1092. 

Burlington VT 05402, US 


Hardly a case of reform I Not the SFO’s conclusion 


From Mr Edward S. Herman. 

Sir, Your statement, in 
"Californians reject cam- 
paign curbs "(June 4), that 
“Legislative attempts to cut 
the vast amounts of money 
spent in US political cam- 
paigns looked doomed to fail- 
ure after voters in California 
rebuffed efforts to reform 
campaign finance", once 
a gain aarimwiy misuses the 
word “reform". 

The defeated California 
initiative was designed 
almost entirely to limit the 
contribution of organised 
labour to elections. But as 
labour accounts for only one- 
seventh as much as business 
in the sums spent on US 


elections, this “reform" 
hardly gets at the heart of 
the matter, Is to feet a 
tactic of Republican friends 
of business to further bias 
electoral money flows in 
their favour. 

Your statement that the 
anti-union measure was 
“narrowly defeated" to a 
54-46 per cent vote is also 
misleading. The FT referred 
tO a Comparable marg in of 
victory by Bill Clinton over 
Bob Dole in 1998 as "a solid 
vote of confidence". 


Edward S. Herman, 

28 Fairview Road, 

Penn Valley, PA 19072, 
US 


From Mr James O’Donoghue. 

Sir, The headline “Fraud 
prosecutors* methods chal- 
lenged" (June 9) and report 
by John Mason that the Seri- 
ous Fraud Office "... con- 
cluded last year that crimi- 
nal dishonesty was behind 
the £77m losses suffered by 
NatWest Markets over the 
mispricing of deriva- 
tives ..." are a misrepresen- 
tation of the SFO’s position 
with regard to the allega- 
tions made to the Papouis/ 
NatWest Markets case. 

The SFO was satisfied that 
the alleged £77m lasses suf- 
fered by NatWest Markets 
were not caused by dishon- 
esty or fraud. What was 


apparent to the SFO was 
that there had allegedly been 

a dishonest cover-up or con- 
cealment of the losses to 
avoid detection: this allega- 
tion. if proved, could have 
constituted false accounting, 
an offence under the theft 
act. However, the ease 
appeared fundamentally no 
different, except in scale, 
from other cases of alleged 
tnic-marklng which the regu- 
lators deal with regularly. 


James O’Donoghue, 
bead of information. 
Serious Fraud Office, 
10-16 Elm Street, 
London WC1X OBJ, 
UK 


Employers must also play their part in career building 


From Mr Scott McQuade. 

Sir, 1 was reassured by 
Professor John Hunt's 
article, "Depression: Survive 
the mid-career crisis” (June 
3), that I*m not alone. But he 
lets employers off too 
lightly. True, we must each 
take charge of our own 
careers and avoid playing 


victim. But surely employers 
wanting loyal and ambitious 
staff should provide career- 
building opportunities? Fail- 
ing that, a modem employer 
should, for its own sake, 
invest in Rkflis development 
or, at a wiirn'miim, career 
counselling. 

Given the emphasis of 


recruiters on prior experi- 
ence, employees are likely to 
have the greatest chance of 
extending their skills while 
working for their current 
employers. Without opportu- 
nities to expand and develop, 
a career path becomes much 
narrower and there is less 
scope to break out 


I also suggest that due to 
an Increasing emphasis on 
recruiting young staff, many 
employees face career crises 
much earlier than 38-46 
years specified by Prof Hunt 


Scott McQuade, 
Muerzsprungstrasse 8, 
Bisamberg. Austria 2102 


Number One Southwark Bridge, London SE1 9HL 
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Dead end drugs war 


Washington is flirting with the idea of changing its tack on combating the world’s illegal 

drugs trade, says Stephen Fidler 
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I n the US war against 
drugs, upsetting 
Mexico has bran a long 
tradition. More than 90 
years ago, as lawmakers in 
Texas debated the first ordi- 
nance to outlaw marijuana 
in the US, a Texas senator 
declared: “All Mexicans are 
crazy and this stuff is what 
makes them crazy." 

Last month, Mexicans 
howled to protest after a US 
“sting” operation to lure 
Mexican bankers appeared 
to have bran carried out 
without the knowledge of 
Mexico’s government 
More than Mexican sensi- 
bilities have suffered in what 
many view as one of the 
US’s least successful exports: 
drugs prohibition. Since 
1875, when San Francisco 
city authorities banned 
opium smoking, US strategy 
has emphasised legal prohi- 
bition. This approach has 
been followed in much of the 
western world. The trouble 
is most drugs transactions 
bring together willing sellers 
and willing buyers. Neither 
is anxious to report a crime. 

Dissatisfaction with exist- 
ing policy, at least among 
some opinion formers, 
greeted leaders from around 
the world as they arrived to 
New York this week for a 
three-day special session of 
the United Nations General 
Assembly on drugs policy. It 
was contained in a letter 
published in a two-page 
advertisement in the New 
York Times from about 350 
public figures and academics 
- including Javier Pdrez de 
Cuellar, former secretary- 
general of the UN, George 
Shultz, former US secretary 
of state, and George Stuns, 
the prominent International 
financier. 

"We believe that the war 
on drugs is now causing 
more harm than drug abuse 
itself," they argued. The 
strategy, which “focuses 
largely on crimlnalisation 
and punishment”, had 
helped create an illegal 
drugs industry worth an 
I estimated $400bu a year 
1 (equivalent of 8 per cent of 
world trade). “The industry 
has empowered organised 
criminals, corrupted govern- 
ments at all levels, eroded 
internal security, stimulated 
violence and distorted both 
economic markets and moral 
values.” It had hampered 
public health efforts to 
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counter the spread of dis- 
eases such as HIV. in its 
name, human rights had 
been violated, environmental 
assaults perpetrated and 
prisons mandated. 

Though thin on concrete 
proposals, the letter argued 
that there was an alterna- 
tive: to "reduce the harms 
associated with drugs” as 
opposed to a no-holds barred 
attack. Proponents of a 
“harm-reduction" approach, 
such as US-based academics 
Peter Reuter and Jonathan 
Caulklns, argue that the tra- 
ditional goal of US drugs 
control policy - reducing 
drug use - is too narrow. 

In a 1995 paper they wrote; 
"The principal goal for drug 
policy should Instead be to 
reduce banns to society aris- 
ing from the production, 
consumption, distribution 
and control of drugs. Total 
harm (to users and the rest 
of society) can be expressed 
as the product of total use 
and average harm per unit 
of use . . . Attention has been 
focused on the first; greater 
attention to the second 
would be beneficial. " 

Many proponents of harm 
reduction lean towards 
decrlmtoalisation of tbe con- 
sumption of some drugs, 
though most do not favour 
outright legalisation. None- 
theless, their approach 
meets no fevour with cur- 
rant policymakers in the 
Clinton administration, who 
see it as the thin end of a 
wedge leading to legalis- 
ation. The administration is 
sensitive to the charges of 
being “soft on drugs" given 


Mr Clinton’s admissions 
about flirting with mari- 
juana. 

General Barry McCaffrey, 
the director of the US Office 
of National Drug Control 
Policy, denounced the harm 
redaction approach this 
week. He said there was “not 
a shred of support for drug 
legalisation" among the US 
people. “That will not hap- 
pen to the United States, no 
matter how you word the 
question, and that’s why we 
are seeing some very subtle 
indirect approaches to drug 
legalisation: the medical 
marijuana issue; hemp as a 
solution to the nation’s tex- 
tile problems; whatever.” 

Gen McCaffrey may not be 
Just blowing smoke over 
worries about legalisation. 
The case for it depends 
largely on the assumption 
that demand for drugs is 
inelastic - in other words 
not affected significantly by 
Price changes. Not much 
research has bran done on 
the subject, but some of it 
weakens the case for legalis- 
ation. 

A 1995 paper published by 
the National Bureau of Eco- 
nomic Research on demand 
for illicit drugs concludes: 
Drug use is more price 
responsive than people had 
previously thought.” The 
authors. Henry Saffer and 
Frank Chaloupka, studied 
extensive data about pat- 
terns of drug abuse in the 
US. “it is estimated that 
legalisation would lead to 
a 100 per cent increase 
to heroin use and about a 50 
per cent increase in the 


quantity of cocaine con- 
sumed." they said. This con- 
clusion is based in part on 
other work suggesting crimi- 
nalisatlon increases the 
price or drugs five-fold. 
Though it has maintained 
the essence of its anti-drugs 
strategy, the administration 
has shifted its approach. One 
example is its conduct of the 
“drugs war” abroad, which 
Is recognised to have con- 
taminated its relations with 
much of Latin America. The 
administration has softened 
its rhetoric and is now will- 
ing to lay as much stress on 
demand as supply, even con- 
ceding that it is also an 
important drugs producer 
(as well being the principal 
market). 

Moreover, the emphasis is 
being reduced on the annual 
“drugs certification” by the 
US. through which the 
administration assesses how 
other countries are doing to 
the drugs fight and levies 
sanctions ag ain st those 
deemed not to be co-operat- 
ing. While not removing the 
certification law from tbe 
statute books, Washington Is 
placing more weight on mul- 
tinational bodies, such as 
the Organisation of Ameri- 
can States, through which 
other countries will be able 
to criticise the US too. 

The administration has 
also made soothing public 
noises about the “visionary 
thft Mng ’' of Pino Arlecchi, 
the new director of the UN 
Drug Control Programme. 
He has used this week’s 
meeting to seek funding for 
a programme to use alterna- 
tive development strategies 
to eradicate all cocoa and 
opium poppy plants in the 
world by 2008. This Is not to 
say US officials do not have 
their doubts, partly because 
they do not want to pour 
money into producing 
regimes, such as those in 
Afghanistan and Burma. 

Many politicians in the US 
and elsewhere remain 
unconvinced of the necessity 
to take a new approach. 
Spencer Backus, a Republi- 
can congressman from Ala- 
ha 1113 - incensed by Mexican 
criticism of last month’s 
sting operation, said yes ter- 
day: “The war on drugs will 
always be stymied if we put 
diplomatic concerns first 
and let drug dealers continu- 
ously hide behind national 
borders.” 
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Bankers, brokers, inves- 
tors. politicians, statesmen 
even, are human. They take 
greater risks to Increase 
profits (not a bad word) or 
their egos (probably bad) 
knowing governments (Wc 
taxpayers) will guarantee 
their follies. 

The IMF does more harm 
than good. Crashes are 
healthy because they dean 
out a system gone awry, and 
swashbucklers, riding a 
frothy beast of liquidity, 
return to milking cows, or 
whatever they came from 
before being attracted to 
easy cream and riches. 
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The banks in 
east Asia 


Outside sources of finance - 
particularly banks - bear heavy 
responsibility for the Aslan 
financial crisis. On this, the 
Bank for International Settle- 
ments has a grim stray to tell in 
its Latest annual report. The 
tale demands not just attenti on , 
but prompt action. 

The BIS report starts by cast- 
ing deserved doubt on the popu- 
lar nostrum that better infor- 
mation will eliminate such 
crises. “What is also needed is 
the vision to imagine crises and 
the will to act pre-emptively," it 
warns persuasively. 

This is no idle warning. In the 
five most affected Asian econo- 
mies, net interbank lending, 
plus lending to non-banks, ran 
at an annual rate of $ 22 bn 
between the last quarter of 1996 
and the third quarter of 1997. 
Then, in the fourth quarter, the 
inflow suddenly turned into an 
outflow of $32bn. 

Unfortunately, the lenders 
were not just incompetent. 
They had reason to suppose 
they would be repaid: govern- 
ments - notably of South Korea 
and T hailan d - guaranteed the 
liabilities of their banks. It was 
also plausible to assume they 
could be persuaded, or forced, 
to help repay debts owed by 
non-banks as well; and that 
they would obtain the foreign 
currency needed to meet many 
of the liabilities from interna- 
tional rescue packages. 

No less important to such cal- 
culations must be the willing- 
ness of borrowers to bear pain. 
The Organisation for Economic 
Co-operation and Development 
has recently forecast an 
improvement of (lOlbn in the 
current accounts of the five 
most adversely affected Asian 
economies between 1997 and 


1999. So much of the debt may 
indeed be repaid. 

Lend stupidly; act tough; and 
watch the money return. Ihat 
is a perfectly sound policy for 
the world’s most powerful 
banks. Is it a satisfactory one? 
The answer must be no, not 
just because of the encourage- 
ment to take such risks again, 
but also because of the burden 
imposed on ordinary people in 
the capital-importing countries. 

This sorry tale raises funda- 
mental questions, all noted by 
the BIS. One is whether it cap 
ever make mnag to offer public 
safety nets to both debtors and 
creditors which seem to elimi- 
nate virtually every form of 
risk. Another is whether super- 
visory regimes are encouraging 
banks to be imprudent, particu- 
larly in the interbank market 

The burden imposed upon 
banks that rely on implicit gov- 
ernment guarantees needs to be 
greater. They should, for exam- 
ple. take some responsibility for 
the "ongoing provision of credit 
to customers to whom they had 
previously lent all too freely”. 
To bring banks to the negotia- 
ting table, a ‘Unilateral stay of 
payments" could well be help- 
fuL To achieve this, interna- 
tional financial Institutions 
should lend even to countries in 
default as long as they have 
acceptable policies. 

Not 1 feast, prevention will 
never work perfectly. There 
must also be an orderly writing 
down and subsequent work-out 
of unpayable private debts, 
whenever these threaten the 
stability of entire economies. 

This is not just the right pol- 
icy; it needs to start now in east 
Asia. Otherwise, the prospects 
for the afflicted economies will 
be blighted for years. 


After Abacha 


The death of General Sani 
Abacha. Nigeria’s military leader 
since 1993, raises yet more fears 
about the stability of Africa’s 
most populous nation, its largest 
debtor, its biggest off exporter - 
and possessor of the continent's 
biggest army. 

There is, however, now an 
opportunity for General Abdusa- 
lam Abubakar. Nigeria’s new 
leader, to break the impasse in 
relations with the rest of the 
world, and commit Nigeria to a 
genuine transition to democracy. 
If there is to he any chance of 
this, the sooner talks at ministe- 
rial level are held with the new 
regime the better. 

But first a confused policy 
needs to be clarified. The Com- 
monwealth is divided, with Afri- 
can members less enthusiastic in 
their support for the modest 
sanctions in place - on visas or 
the supply of arms - than 
Britain. Yet even Britain, along 
with other members of the Euro- 
pean Union and the US, has been 
sending mixed signals. While 
talking tough, western countries 
are reluctant to impose measures 
- notably an embargo on Niger- 
ian oil exports - that would dam- 
age their commercial interests. 

The new leadership in Nigeria, 
however, offers the chance to per- 
suade Gen Abubakar to start 


anew. Any fresh initiative should 
accept that the promised return 
to civilian rule by October this 
year has long lost credibility. Nor 
does it seem practical to return 
to the aborted poll of June 1993. 
won by Chief Moshood Abiola 
but annulled by the regime. 

Instead fresh elections must he 
held within 12 months. The west 
can encourage the new Nigerian 
leadership down this path, by 
spelling out the benefits of 
rescheduling the country’s $35bn 
external debt in return for eco- 
nomic reforms. It can help with 
retraining the army and support 
a demobilisation fond which pro- 
vides golden handshakes to offi- 
cers who would otherwise want 
to retain power for the sake of 
the patronage it brings. 

The international community 
should coordinate a crash pro- 
gramme of assistance: rapid des- 
patch of basic drugs for clinics, 
buses to ease the chronic trans- 
port problem, help in rebuilding 
universities and civil services. 
These measures can be financed 
out of off earnings to crane. 

An essential part of the bar- 
gain must be the release of Chief 
Abiola and former mflitaiy leader 
Olusegun ObasanJo. The transi- 
tion to democracy will still be 
perilous, but would be a welcome 
step in the right direction. 


France grounded 


Airline managements are 
notoriously loath to stand up to 
their pilots. The people who fly 
the aircraft are hi ghly skilled and 
hard to replace, and they know 
it But as the stoppage by Air 
France pilots today enters its 
10th day, kick-off time for the 
World Cup. the state-owned car- 
rier and the government of Uo- 

« nel Jospin are at last showing 
' some backbone. If they are suc- 
cessful, the outcome could prove 
a watershed in bow the govern- 
ment tackles the problems of its 
oversized state sector. 

The dispute is the legacy of 
past failure of governments to 
support Air France chiefs in 
restructuring the airline. Bernard 
Attall was ready in 1983 to take 
on a strike by the Air France 
unions, but was totally under- 
mined by the then GauUJst prime 
minister, Edouard Bahadur. His 
successor Christian Blanc turned 
the airline around and put it into 
profit. But his plan to secure this 
achievement through privatisa- 
tion ended last year in a quarrel 
with Mr Jospin and in his own 
resignation. New in office. Mr 
• Jospin was at that stage too near- 
f vous about the reactions of bis 
leftwing coalition allies to con- 
template privatisation. 

Now. master Of his coalition 
and riding high in the pedis, Mr 
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Jospin seems willing to make 
amends for his earlier faint- 
heartedness. His is backing the 
plan by Jean-Cyri] Spinetta, the 
current Air France president, to 
sell off 20 per cent of the airline’s 
capital by the end of the year, 
and to fund an ambitious invest- 
ment programme out. of internal 
savings. 

Mr Spinetta wants to lop 
FFrSOGta (£51.203) a year off his 
pilots’ wage bilL This might seem 
a lot, were it not fra the fact this 
is only one-sixth of Mr Sptuetta’s 
total planned savings and that 
the average Air France pilot is 
paid 40 per cent more than his 
Lu fthansa counterpart and 19 per 
rent more than at British Air- 
ways. 

For this reason, the pilots’ 
strike is generating little public 
sympathy, all the more so 
because of the disruption to 
world football’s showcase event 
The strike has already wiped out 
more than half the FFrl.87bn 
profit Air France, made last year. 
Us first surplus in seven years, ft 
has also cost the airline market 
share at a time of peak d eman d. 
But the long-term damage of con- 
ceding to the pilots would be tor 
greater. A cave-in would sraely 
sabotage the partial privatisa- 
tion. the key to the airline’s 
industrial and financial future. 




Africa’s 5001b weakling 

As one military leader replaces another, Nigeria is poised between the possibility of recovery 
and a final descent into chaos, say Michael Hoiman and David Pilling 


I t likes to call itself the 
Giant of Africa. It talk* 
about one day having a seat 
on the UN Security Council. 
It sends troops to restore democ- 
racies abroad. But burdened by 
debt, debilitated by c o rruption, 
and victimised by decades of mil- 
itary mismanagement, Nigeria 
has long been a symbol of conti- 
nental failure. Now, under yet 
another Vhairi+»jari president, it 
feces the possibility of something 
much, worse: not merely drift but 
disaster. 

The country, which yesterday 
swore to its eighth military 
leader since independence, has 
already seen its income per head 
whittled down from $1,000 in the 
early 1960s (when it was catego- 
rised as a middle-income coun- 
try) to a paltry $300 today. Total 
oil revenue of more than $220bn 
over 25 years has proved a curse 
not a blessing as successive mili- 
tary regimes have squandered it 
on white elephants or diverted it 
to bank accounts abroad. 
Self-serving policies have laid a 
once-powerfol agricultural sector 
to waste 

Yet Nigeria is no radinary Afri- 
can basket case. With an esti- 
mated population of at least 
100m, an qQ industry that g y p^ u + c 
22m barrels a day (making it the 
world's seventh largest exporter) 
and a large, potentially disrup- 
tive army, Nigeria matters to 
Africa and to the wider world. 
The country, still the second- 
largest sub-Saharan economy 
after South Africa, has debts to 
the time Of gSSbn, making Jt a 

serious worry for the interna- 
tional banks. 

Now, Nigeria is at a turning 
point. Under the leadership of 
Major-General Abdusalam Abu- 
bakar, thrust into office yester- 
day after the unexpected death of 
General Sani Abacha, it baa the 
opportunity to arrest the drift of 
three decades. If it toils, it could 
slip further towards the fete of 
the Democratic Republic of 
Congo (formerly Zaire), a country 
whose civil .and physical infra- 
structure has collapsed and 
which has fallen so tor it may no 
longer have the capacity to engi- 
neer its own recovery. 

Nigeria might just drift an wea- 
rily: as a pariah state with an 
impoverished hinterland increas- 
ingly detached from an enclave, 
and still functioning, oil econ- 
omy. (After all Angola managed 
to keep exporting oO daring the 
bloodiest years of its debilitating 
civil war.) 

But Nigeria could just as easily 
fulfil the nightmare of longtime 
observers by breaking up along 
ethnic and religious lines. It 
threatened to do just that during 
the Blafran war of 1967, when the 
oil-rich south-east of the country 
declared independence. One pos- 
sibility now is that the Moslem 
north, which controls the army, 
could commandeer the south-east 
and expel the Yoruba-dominated 
south-west from the federation. 
Lurking in the background is the 
danger of a resurgence of Moslem 
extremism, which could spread 
beyond Nigeria's borders (nearly 
half the country are Moslems). 

What further complicates mat- 
ters for outsiders is Nigeria's 
regional security role In Africa. 
Only recently, the Common- 
wealth (whose relationship with 
the Abacha regime was at an 
all-time low) felt obliged to pat 
Nigeria on the back fra its mili- 
ary efforts in restoring the exiled 
government of Sierra Leone. 

Perhaps the most serious con- 
sequence of Nigeria’s continued 
malaise is the damage it would 



do to Africa's image. The change- 
over comes at a time when Presi- 
dent Bf ii niLntfm and others have 
been portra y i n g the continent as 
being on the verge of economic 
and political r enaissanc e under a 
new generation of democratic 
leaders. 

That optimistic view already 
looks naive, given disappoint- 
ment over General Laurent Kabi- 
la’s new administration in Congo 
and the unexpected war that has 
erupted between Eritrea and 
Ethiopia, two of Africa's STppos- 
edly rising democratic stars. If 
Nigeria drifts into chaos, the 
vision of a new Africa will be all 
but dead. 

So how did things go so wrong 
for Africa's giant? When Nigeria 
gained independence from 
Britain in I960, many thought it 
could become the economic 
motor of the continent's growth. 
Such Elusions were quickly shat- 
tered. After a turbulent initial 
period of civilian role, the army 
stepped in, setting in train a 
string of military regimes and a 
establishing a pattern of corrup- 
tion hideous even by Africa’s 
lamentable standards. 

Nigeria is still paying the price. 
Petro-dollars were used to prop 
up the naira, the local currency, 
whose strength was treated as a 
symbol of national virility. The 
agricultural sector, once the pil- 
lar of the economy, was 
destroyed as palm oil and peanut 
exporters were unable to compete 
internationally with such an 
overvalued currency. 

Petroleum earnings were also 
squandered on cormption-riddled 
building projects, such as a lav- 
ish new capital at Abuja, or a 
fenefftd steel mill at Ajeokuta, 
which could never have made 
money and has still not been 
completed even though billions 
of dollars have been spent an its 
construction. 

By the early 1980s, reality 
began to catch up. It became 


dear the country was spending 
beyond its means. The national 
development plan for the decade 
was based on an optimistic pro- 
jection of oil at $40 a barrel; the 
price turned out to be less than 
half that. Things have not 
improved much. The current bud- 
get is still based on an unrealisti- 
cally high oil price. 

A country that once boasted of 
thriving political parties and the 
freest press in black. Africa was 
subjected to stage management 
by military regimes determined 
to create civilian parties 
beholden to them. The judiciary 
lost its independence. Schools 
and hospitals ceased to function. 
The drastic decline of such Insti- 
tutions is raising the fears of 
national break-up: without them. 
Nigeria has little to bold itself 
together. The university at Iba- 
d a iy once a centre of learn Log.- 
even stopped ordering new 
books. Like Nigeria itself, it has 
become cut off from the world. 


If Nigeria drifts 
further into chaos, 
the vision of an 
African renaissance 
will be all but dead 


With each passing year, the 
country’s debt arrears mounted 
and the Industrial sector, starved 
of foreign exchange, was reduced 
to barely one-third of Its working 
capacity. So far has Nigeria's 
economy fallen that, even though 
it continues to pump oil freely, it 
is forced to import petroleum for 
want of a working refinery. 

For the international commu- 
nity, no African country has 
proved so frustrating. But fra all 
the tribulations, there is still 
money to be made by foreign 


companies. The oil and gas 
operations of Shell. Mobil, Chev- 
ron and Elf are among the most 
profitable in their sprawling 
empires. After the execution of 
the activist Ken Sard Wiwa in 
1995, the Commonwealth threat- 
ened to expel Nigeria and Intro- 
duce sanctions, but national divi- 
sions and lobbying by 
multinationals ensured this 
threat was never carried out. 

That brings us to today. Unenv- 
iable though Gen Abubakar’s 
inheritance is, the feet that the 
international community has 
never entirely severed links pro- 
vides at least a glimmer of hope. 
If Nigeria’s new leader is to stop 
the post-independence rot, he 
must accomplish two things. 

First, he must re-establish a 
semblance of political legitimacy, 
destroyed by the previous regime 
when it cancelled the 1993 elec- 
tion won by Chief Moshood Abi- 
ola. Mr Abiola. along with Gen 
Olusegun Ohasanjo. a respected 
former military leader, are now 
prominent political prisoners. An 
Initial due to the intentions of 
Gen Abubakar will come from 
his treatment of these two men. 

It is not dear how Gen Abu- 
bakar will choose to act He has 
wider experience of the outside 
world than Gen Abacha who 
spent his last years doseted in 
Abuja, seldom emerging from his 
heavily guarded presidential 
compound. Gen Abubakar 
trained In Britain and the US, 
and also served with UN peace- 
keeping forces in Lebanon. Opti- 
mists bope his international 
experience will free him of the 
bunker mentality of the Abacha 
regime, and that he will begin to 
make gestures such as the 
release of prisoners. That, 
though, is to assume he com- 
mands the total allegiance of an 
army that Gen Abacha kept in 
check by damping down on plot- 
ters, real or imagined. 

Like authoritarian leaders else- 


where contemplating reform. Gen 
Abubakar will be fearful of initi- 
ating a process he may not be 
able to control. If he keeps oppo- 
nents in prison, his credibility 
will be damaged and pressures - 
both domestic and international 
- will mount Yet if he releases 
them, he runs the risk that accu- 
mulated popular frustrations and 
deep loathing of the military win 
sweep him from office. That 
could prompt a clam pd own from 
his fellow officers, repeating 
Nigeria’s post-colonial pattern of 
coup and counter-coup. 

Nor is there a risk-free answer 
to the country's economic woes. 
Gen Abubakar's main challenge 
is to reschedule the country’s 
debt which requires striking a 
deal with the International Mone- 
tary Fund, hi 1993, the IMF in 
effect severed relations with 
Nigeria for repeated violation of 
agreements. Winning an endorse- 
ment from the Fund would 
require painful decisions at 
home. A key condition would be 
the abolition of the two-tier 
exchange system, a form of 
patronage that has helped the 
military stay in power by allow- 
ing favoured allies and hangers- 
on to buy dollars at a discount 
Even if he wanted to, Gen Abu- 
bakar's power base may not be 
strong enough to allow such a 
move. 

Yet If there is no deal with the 
Fund, Nigeria's future is bleak. 
The country would continue to 
he cut off from international capi- 
tal and would be forced to sur- 
vive on its oil exports, which 
make up 90 per cent of foreign 
exchange earnings. With oil 
prices hovering at about $14 a 
barrel, far below the 817 on 
which this year's budget was 
based, that could prove to be a 
near-impossible task. 

Gen Abacha died In his bed. If 
Gen Abubakar i9 unable to 
resolve his country's dilemmas, 
be may not be so fortunate. 


OBSERVER 


Herbie hailed 
in Hamilton 

The master carmakere of 
Wolfsburg won't be bring any 
steep over it but die new 
Voflcswagen Beetle has been 
Penned from Bermuda. 
Government officials have ruled 
that the curvaceous motor is too 
fat fra the narrow streets of 
Britain’s north Atlantic colony. 

Despite protests from petrol 
heads among the 60,000 
population, foe modem-day Love 
Big wont be cruising the 
postet-petitad avenuee of 
Hamilton. The vehicle is too 
wide,” says Donald Dane, who - 
runs Bermuda’s Transport Control 
Department Cars on the 
determinedly Imperial island must 
be no more than 169 Inches long 
and 67 inches wide - and Dane 
Insists that the Beetle fs an inch 
too broad ki the beam. 

While Bermudans equipped with 
blow-torches have been able to 
shorten other cars to meet the 
regulations, nothing much car be 
done about the width. So wh3e 
interest in foe son-of-Herbie is 
strong among discerning drivers, 
would-be Beebe owners seemed 
doomed to cfisappoWment- 
untess foe authorities are prepared 
to give an inch. 

Smooth operator 

Hew many former finance ministers 
does It taka to ran a telephone 
company? Henning Dyrernosa, 


one-time conservative minster of 
finance, was yesterday picked to 
run Danish national phone outfit 
Tele Danmark; alongside him on 
foe platform was none other than 
Knud Heinesen, chairman of foe 
supervisory board and holder of 
foe government finance portfolio in 
foe early 1980s. 

But foe question taxing many 
Danes is whether currant finance 
minister Mogens Lykketoft knew 
what he was doing Barter this year 
when he sold a controffing interest 
in foe rational treasure to 
Ament ech of Chicago. Dyremose, 

52, who cut his commercial teeth 

at healthcare group Novo Nordisk 
and quit politics five years ago, 
skirted round the issue. ”1 shall be 
happy if I can prove by Tele 
Danmark’s per forma nce . * he said, 
“that the present finance minister 
efid the right thing. - 

Be interesting to see If Lykketoft 
ever claims a seat at fete 
Danmark’s top table. 

Attila the fun 

The new government taking shape 
In Hungary isn’t exactly fun-fitted 
and colourful. But there are rare or 
two faces likely to enOven cabinet 
meetings - such as Smallholder 
party chief Jozsef ‘Jozsf Torgyan, 
a man whose old world charm 
efisguisee, according to his critics, 
an ability to change his tune more 
often than a jittery juke-box. Then 
there's technocrat Attite Chilean, 
foe nominee for foe powerful new 
economics ministry, a convivial 
sort who’s not averse to a drink 


and a back-slapping laugh. 

Former academic Chilean has 
dedicated much of his 54 years to 
his szskkoBegkrm - a land of 
alternative university teaching 
subjects outside the former 
communist curriculum, in foe old 
days Hungary’s young elite teamed 
foe blade arts of market economics 
at Chilean's knee; nowadays his 
acolytes are found to the upper 
echelons of government, 
commerce and academia 

Former pupils fondly remember 
Chikan, who'll be in charge of 
everything from Industrial policy to 
trade, casually walking the 
dormitories in a dowdy . 
Sodafist-era track suit He’s also 
credited with the gift of nodding off 
during meetings only to wake up 
with total recall Could be useful to 
his new job. 

Offside 

The World Cup soccer festive] 
could have some unpredictable 
knock-on effects, accor di ng to a 
suvey of UK company finance 
chiefs carried out by Reed 
Accountancy Personnel and 
Accountancy Age magazine. One 
manufacturer of soft drinks and 
drink dispensing equipment says 
demand is certain to rise during 
the tournament which finally kicks 
off today. And so does foe finance 
director of a company which 
leases and hires car radios. 

So does he think everyone will 
want to be dose to a radio to 
make they don't miss the action? 
Actually, no. He reckons everyone 


will be inside watchtog the big 
games on television Instead. 
Therefore, there could be an 
increase in car theft” 

PoW wow 

As Ethiopia and Eritrea go to war, 
spare a thought for Ethiopia’s ace 
fighter pilot. Colonel Bezabeh 
Petros, captured last week after his 
MiG 23 was shot down after a raid 
on Asmara airport. 

"Haven’t we seen you before?" 
asked his captors. Indeed they 
had: Bezabeh got his first taste of 
Eritrean hospitality in May 1984, 
when he baled out after bombing 
targets in the north of the country. 
Held as a prisoner of war until 
1989, he chose to remain with his 
captors until the liberation of 
Eritrea in May 1991, after which he 
was sent back to Ethiopia. Must be 
just Bte old times. 


High flyers 


Aviation officials meeting to 
Montreal are confident that the 
millennium bug won’t cause 
passenger aircraft to fefl from foe 
skies. So confident. In feet, that 
some of them have pledged to be 
in the air when the rest of foe 
world Is betttog out foe last few 
bars Of Aukf Lang Syne. 

Jane Garvey, boss of foe US 
Federal Aviation Administration, 
says she’ll be cruising confidently 
at 20,000ft come the fateful 
midnight hour - with her chief 
bug-fixer sitting alongside. Could 
be a tense flight. 


100 years ago 

Porto Rico Expulsion 
New York, 9th June. Mr. Walter 
Bott, Secretary to foe British 
Consulate at San Juan, has 
arrived in the United States, 
having received his passports 
and been expelled from Porto 
Rico by order of foe Governor, 
General Macias, on suspicion of 
having furnished the United 
States with information as to the 
mining of the harbour at San 
Juan. Mr. Bott was previously in 
a dungeon for 56 hours and was 
grossly maltreated. But foe 
plans of General Macias were in 

fact disclosed to the American 
Consul-General at San Juan, not 
by British officials or subjects. 

50 years ago 

Supplies For S. Africa 
Cape Town, June 9. The new 
South African Government must 
take steps to overcome 
obstacles put to the way of 
supplies to South Africa by 
foreign Governments, said Mr. 
EH. Louw, Minister for 
Economic Development, to an 
interview with Die Burger, the 
Nationalist newspaper, 
published to-day. He referred 
particularly to equipment for foe 
steel industry and building 
requirements, the lack of which 
was holding up construction 
work. 
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The long and short of it 


Storm clouds are gathering once more 
over Japan's banking sector. Whether 
Long Term Credit Bank deserves to be at 
the centre is unclear. Long term hanks 
may have an uncertain future and too 
many unperforming loans. But this is old 
news, not an excuse for the son of share 
price slump witnessed yesterday. Still, 
rumours can prove self-fulfilling. If LTCB 
does find itself in trouble, foreigners will 
watch closely to see how durable its alli- 
ance with Swiss Bank Corporation proves. 
Were the government to put pressure on 
SBC to stand behind LTCB - they have a 
l per cent cross- shareholding - this could 
deter others from entering alliances with 
Japanese institutions. 

LTCB aside, there are increasing echoes 
of the funding difficulties that led to the 
failure last November of Sanyo Securities, 
Yamaichi Securities and Hokkaido Taku- 
shoku bank. Nippon Life and other insur- 
ers are apparently taking a tougher tine 
on funding banks. Nippon Credit Bank is 
struggling to restructure some of its 
YmSbu loans. Moreover, there is specu- 
lation that alter the Upper House elec- 
tions in July, tbe government may be 
prepared to allow some of the weaker 
banks to fan. 

Perhaps more will become evident when 
the Miyazawa committee reports on fur- 
ther government plans for the banking 
sector. Do not hold your breath; of tbe 
Y13,000bn recently set aside for bank 
recapitalisation, only Yl.Sbn has been 
spent so far. 


Usinor 

Share pries raMJw to the Wtttt Steel hdax 

(Stems) 

200 



tors, it has turned them into partners. 
This is probably the only realistic choice. 
But It relegates Iridium to a niche market* 
international business travellers, pre- 
pared to pay a premium to stay constantly 
connected. 

And it will be quite a pre mium. Irid- 
ium's clunky phones - likened to a brick 
with an antenna tike a bread stick - will 
cost &000 each. Call charges will vary 
from $1 to S7 a minute. Meanwhile, 
cheaper rivals such as GlobalStar and ICO 
are only a year or two behind. On inde- 
pendent estimates, the group, capitalised 
at $700m, is trading on a racy nine rimes 
enterprise value to earnings before inter- 
est, tax and depreciation far tbe year 2000. 
Iridium is a splendid idea. But that valua- 
tion takes a lot on trust 


Thistle Hotels 


Iridium 


Calling Mount Everest? You will be able 
to from September, when Iridium 
launches the first mobile phone to work 
anywhere on the planet. The 66 satellites 
providing global coverage are already up 
and yesterday the Motorola-backed tele- 
communications start-up announced it 
had signed distribution agreements with 
over 200 regional cellular phone com- 
panies, covering 60 per cent of the world 
population. 

But Iridium’s real battle is only begin- 
ning. Since its conception in 1967, mobile 
phone technology has exploded and new 
digital networks now cover most densely 
populated areas. Iridium has changed its 
strategy accordingly- Instead of competing 
head on with terrestrial cellular opera- 


Usinor 


It was hardly news yesterday that the 
French steelmaker, Usinor, was set to 
double first-half profits. Anything less 
would have been a shock. It made only 
FFriSOOm after tax in the first half of 1997, 
but economic recovery on the «mw«ant 
should help it make at least FFr3.6bn for 
the whole of this year - up about 50 per 
cent leaving aside charges. More interest- 
ing is the progress Usinor is making in 
terms of international expansion. Acquisi- 
tions so far this year in Brazil, Italy and 
Belgium are behind a near doubling of net 
debt from FFr5 ^bn in December. But the 
balance sheet remains unstretched, with 
gearing at 35-40 per cent and interest 
cover rising from last year's 5-6 times. The 
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Abdusalam Abubaknr, Nigeria's new leader, at Mb swearing-in 
ceremony yesterday. Page 4. Editorial Comment, Page 13 
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Europe today 

Scanchnovia will be breezy, with 
showers or longer rainy periods. 
From Germany through the Alps to 
north-east Spain, them wSH be 
heavy showers with thunderstorms. 
Northern Spain will have lighter 
rain, but the rest of the Ibenan 
peninsula and much of the 
Mediterranean win have sunshine. 
Heavy showers or thunderstorms 
across eastern Europe, the 
Balkans. Greece and the northern 
and western Black Sea will die 
away. 

Five-day forecast 

Eastern and south-eastern Europe 
wfl) have heavy showers and 
thunderstorms returning by 
Saturday as they move away from 
central and western areas. The rain 
around the Alps will be very heavy. 
The north and norm-west will stay 
unsettled, but the Iberian peninsula 
and much of the Mediterranean will 
have sunshine. 
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on Russia’s tax dodgers 
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next company in its sights is Cockerfll 
Sambre, the Belgian steelmaker con- 
trolled by the Walloon regional govern- 
ment. Rivals Include Ernpp/Tbyssen of 

Germany. Hoogovena of the Netherlands 

and Arbed of Luxembourg. To buy a con- 
trolling stake at Cockerffl’s ^ecalatim- 
inilated share price would cost well over 
$ibn. To avoid a share issue to fund such 
a deal, Usinor could sell non-core busi- 
nesses - with sales of more than FFrSbn 
last year - and parts of Cockerfll could be 
sold cm. 

But the bidder's rnntn problem will be 
how to rationalise Cockerill’s sites in an 
unemployment blackspot, with the local 
government breathing down Its neck. No 
wonder British Steel looks to be standing 

aloof. 


By CteysSa ftoeiaod to Moscow 


No sooner do London hotels start sell- 
ing to US Investors far fancy prices than 
Thistle's heavily scarred inv e sto rs scent a 
chance to sell out But this one has a 
history of disappointment, so yesterday's 
18 per cent jump In the share price to 
237%p rests on hopes of a bot auction 
rather than experience. Less than two 
years ago Thistle floated at lTQp - bottom 
of the price range. But profit downgrades, 
and unease at earnings flattered by low 
depreciation and tax charges, punctured 
even that floor. Thistle has since reformed 
and. with the London hotel market boom- 
ing, now is the perfect time to selL 

Including £350m net debt. Thistle’s 
enterprise value has risen to £l-8bn. This 
is 7-8 per cent above the valuation placed 
an the hotel assets far the flotation. On a 
price/ earnings basis. Thistle is now trad- 
ing an about 18 times 1998 forecasts, a 
touch above its more international rival 
Mffiftnniiim & Copthame. Thistle's record 
and the fact that 61 of its 91 hotels are UK 
provincial would normally dictate a dis- 
count 

Such a mix might deter Ladbroke, 
which is more interested In expansion 
outside the UK For StaJtis, the London , 
weighting would make sense, but it would i 
be a far more ambitious target than Swal- 
low Hotels - part of the regional brewer 
Vaux. The hottest bids may well came 
from the US. A combined after with a 
Brian Hal bidder could save time-consum- 
ing asset sales later. 


Russia's new tax supremo yesterday 
launched a purge of officials in his 
agency and pledged to crack down 
oo far evaders, as KwMnHn st ru g- 
gled to pol l the country out of linger- 
ing financial turmoiL 

Boris Fyodorov, the investment 
banker recently appointed to run the 
federal tax service, launched a cam- 
paign to root out tax evasion in one 
of Moscow's most prestigious central 
blocks of flats, saying his officials 
would HipHc to see that all t ww»n > 
and landlords wee paying taxes. 

In an interview, Mr Fyodorov also 
sa id he fired a dozen senior 
tax cffiHaifi in an effort to eradicate 
corruption and improve efficiency. 

The fanner finance minister 
warned that wes t ern businessmen 
suspected of evading Russian taxes 
could be targeted in the crackdown. 

“Once a couple of important west- 
ern b usinessmen who are resident 
here in Moscow are stopped ai the 
border and are told. Hey guys, you 
cannot leave, you are tax offenders, 
probably you have to spend a couple 
of years in Siberia,’ I think that will 


make a very good example, - Mr Fyo- 
dorov said. 

His pledge to toughen tax collec- 
tion followed the high-profile anest 
on Monday night of Yuri Yurkov, 
the of the state statistics com- 
mittee. 

Mr Yurkov is accused of falsifying 

to help companies evade 

I..TW and of selling statistical infor- 
mation to business rivals. Investiga- 
tors said they had found Sim in cash 
when they raided Mr Yurkov’s 

home. . 

The crackdown on corrupt offi c ials 
anti the aggressive new drive for tax 
collection are part of government 
attempts to revive Russia’s ailing 
economy. 

The RTS index of leading Russian 
shares fell 4.3 per cent yesterday 
after Standard & Poor’s, the credit 
rating agency, downgraded Russia's 
sovereign rating president Boris 
Yeltsin’s visit to Germany failed to 
produce the financial support for 
which investors bad been hoping. 

Mr Yeltsin played down sugges- 
tions that his country had sought 
direct financial help from Helmut 
TTnhi, the German chancellor. “For 


us. more important is the support - 
the personal support - of Helmut 
Kohl as a major politician in the 
world,’’ he said. 

Russia’s weekly Treasury bin auc- 
tion, scheduled for today, will be a 
measure of investor confidence. The 
ministry of finance must roll over, 
more than $lbn in rouble-denomi- 
nated bonds and wifi be Intent on 
keeping yields below the 60 per cent 
central bank refinancing rate. Yields 
on Treasury bills crept back up to 
nearly 50 per cent yesterday. 

The Russian authorities, increas- 
ingly open in their hopes for a west- 
era rescue package, will now look 
for indications of support to senior 
finance ministry officials and central 
bankers from the Group of Seven 
industrialised nations, due to meet 
to Paris today. 

Mr Fyodorov, who is credited with 
having made a significant contribu- 
tion to Russia’s financial stabilisa- 
tion. said that if he were prime min- 
ister be would press far a western 
aid package. 


*TS |,:k 


\rj *■ 


■ 4*%. 3 


■>" 



Crisis? What crisis? Page 2 
Capital markets, Page 24 


LTCB shares plunge on doubt *' 
over alliance with Swiss Bank 


iV v 


Tatt In Tokyo 


Shares In Long-Term Credit Bank of 
Japan plunged 22 per cent during 
morning trading In Tokyo yesterday 
on mounting unease over the 
strength of Its niiionca with Swiss 
Bank Corporation anH concern that 
creditors were becoming reluctant to 
lend to weaker Japanese banks. 

LTCB denied flatly that it faced 
funding problems and blamed the 
share price tell on “groundless 
rumours". The bank ha« become the 
focus of widespread fears of farther 
collapses in Japan's troubled finan- 
cial sector. 

The share price later recovered to 
dose at Y167, 6 per cent down an the 
day. 

An SBC board meeting will dis- 
cuss the LTCB alliance today. James 
Fiorillo, analyst at ING Barings, 
said: “The position of LTCB very 
mnrh depends on the relationship 
with SBC - I don’t think there is 
mnrh nhnnne of its surviving 003 to 
own." 

SBC, which is merging with the 


Union Bank of Switzerland, agreed 
last summer to establish three joint 
ventures with LTCB- Two. have 
already started and a l per cent 
equity cross-shareholding is in place. 

SBC has told clients recently that 
it does sot believe it faced any pres- 
sure to provide funding support to 
LTCB as it is not a major share- 
holder. Its total equity exposure to 
LTCB Is about «30m. 

However, SBC appears determined 
to maintain the Japanese partner- 
ship in order to retain access to 
LTCB’s client base. Matthew 
McGrath, an Asia spokesman for 
SBC Warburg, yesterday said: “We 
remain wholly committed to our 
joint ventures in Japan and stand by 
our alliance with LTCB.” 

Yesterday's market turmoil was 
partly triggered by large sales of 
LTCB shares made through LTCB 
Warburg, the investment banking 
joint venture, which prompted 
rumours that SBC was cutting its 
cross shareholding. However some 
traders said the sales were made for 
a European client 


Matthew Allen, tbe deputy presi- 
dent of LTCB Warburg, said: “It is 
not our policy to comment on client 
business. But just as we will con- 
tinue to execute orders to buy LTCB 
stock on behalf of clients so too we 
will continue to execute orders to 
sell LTCB stock for clients, as we 
would for any stock.” 

Concern about LTCB has height- 
ened after Japanese insurance com- 
panies indicated that they were 
more reluctant to make loans to 
banks. 

A group of insurance companies is 
expected to decide today whether 
they will agree to restructure loans 
of Y217.5bn (*1.55bn) to Nippon 
Credit Bank, another long-term 
credit bank. However, some compa- 
nies are reluctant to agree to NCB's 
request, which may delay a decision. 
NCB denies it would face funding 
problems without a rescheduling 
agreement. Its shares also fell Y4 
yesterday to close at Y122. 


I S4r*:” 


sBp'S 




See iw 

Market shlvara, Page 20 


This announcement appears as a matter of record only. 
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WIND wins licence for Italy’s 
third mobile phone service 

WIND , the consortium formed by Enel, the tta&sn 
state-owned electricity company, France Telecom 
and Deutsche Telekom, has won the licence to 
provide Italy’s third mobile telephone service, the 
Italian government announced. WIND fought off 
competition from two other international consortia. 
tnducBng British Telecom, to be named as the 
organisation that will compete against Telecom 
Italia mobile HIM) and Omnltel in one of the 
world’s fastest growing mob Be telephony markets. 

Potential bidders eye Lonrho Africa 

It was no surprise that a 
group of possible preda- 
tors for Lonrho Africa 
has emerged only a 
month after the group 
gained Independence 
from its parent com- 
pany. 'However, despite 
interest from associates 
of George Soros {left}, 
the high-profile investor, 
and others, a bid for the 
odd collection of sub- 
Saharan motor dealerships, breweries and game 
lodges may not come quickly. Page 21 

Brussels to back set-aside increase 

The European Commission is expected to back 
proposals for an increase In the amount of arable 
land to be taken out of production next year in an 
effort to curb an expansion In grain stocks. It wiD 
consider a “set-aside" level of ID-12 per cent, 
compared with the existing 5 per cent Page 26 

Markets ease before G7 meeting 

Financial markets were uncertain before today’s 
testimony of Alan Greenspan, Federal Reserve 
chairman, to Congress and a G7 meeting in Paris. 
Europe’s markets lost sight of the record levels 
they recorded on Monday, although the declines in 
Frankfort and Paris were modest Page 36 

USAA in $450m hurricane bonds sale 

A nascent market In catastrophe-linked securities 
benefited from an injection of investor enthusiasm 
as USAA, one of the biggest residential insurers In 
the US, negotiated the sale of $450m in hurricane 
bonds. The sale is the second by USAA. Page 24 

Europe’s aluminium imports grow 

Aluminium production in western Eirope could not 
keep pace with demand last year, leaving a bigger 
gap than ever to be fitted by imports, according to 
European Aluminium Association statist i cs. The 
EAA said the gap may widen in 1998. Page 26 

Spin-off fails to help Great Lakes 

Great Lakes Chemical, the Indiana-based group, 
never made dear how its spin-off of Octal, its lead 
additive unit, would benefit its shareholders. The 
market values the two companies apart exactly as 
It valued them together and the group stiR has to 
prove It can enhance shareholder value. Page 17 
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Network Associates in merger 

Software security group agrees $642m UK purchase 
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By Christopher Price In San 
Francisco and Pari Taylor 
in London 

Network Associates of the US 
agreed the S642m purchase of 
Dr Solomon's Group of the UK 
yesterday in a deal that will 
create one of the largest net- 
work security software groups 
in the world. ■ 

The deal highlights the con- 
solidation under way in the 
dynamic, anti-virus software 
market in which the rise of the 
internet and spread of com- 
puter systems has spawned a 
new generation of computer 
viruses. There axe some 19,000 
known strains. Expats esti- 
mate that hundreds more are 
being written every month. 


The move also reflects the 
attention the large computer 
groups, such as International 
Bu sin ess Machines, are paying 
to the market. 

Network Associates was 
formed a year ago out of the 
merger of McAfee Associates, 
another anti-virus software 
company, and Network Gen- 
eral, both of the US. 

Network Associates said the 
purchase would strengthen its 
p«rfrifln in the com p u t er secu- 
rity market In Europe, where 
the UK group is the dominant 
rival to Symantec. 

Bill Larson, chairman and 
chief executive of Network 


Associates, said there would 
be some overlap between the 
two companies' products, but 
this was outweighed by gen- 
graphical and technological 
benefits. 

He added that the UK 
group's leading product. Dr 
Solomon's Toolkit, would be 
used as part of Network Asso- 
ciates' enterprise security 
suites, an integrated software 
system incorporating anti- 
virus, encryption, authentica- 
tion. firewalk intrusion detec- 
tion and scanning technology. 

Network Associates is keen 
to push into the network man- 
agement market where it sees 


security products as just one 
of a suite of management 
tools. This market is domi- 
nated by IBM's Tivoli unit and 
Computer Associates with its 
TNG Unicenter software. 

Network Associates said the 
all-share acquisition of Dr 
Solomon's, which is listed on 
the BrusselsJnsed Easdaq and 
US Nasdaq stock markets, 
would incur an undisclosed 
charge in the group’s third 
quarto:. 

It would also be “modestly 
dilutive" to that quarter’s 
earnings Following the deal. 
Dr Solomon's shareholders will 
have an 11.7 per cent interest 


in Network Associates. Geoff 
Leary, chief executive of Dr 
Solomon’s, said it had not been 
decided which if any of the UK 
group's executives would stay 
on. 

Dr Solomon’s anti-virus soft- 
ware was originally developed 
by a husband and wife team. 
Alan and Susan Solomon, who 
sold their company. SS Inter- 
national, in a management 
buy-out in February' 1906. 

SS International's first sales 
in 1984 were software packages 
that Mr Solomon wrote in the 
evenings while working os an 
oil-sector analyst at stockbro- 
kers Laing & Cruickshank. 
Mrs Solomon marketed the 
products part-time during the 
day while looking after a baby. 


US Bancorp in 
$2.5bn buy-back 


By John Anthers in Naur York 

US Bancorp, the 
Minneapolis-based bank, yes- 
terday announced a $2.5bn 
share buy-back, equivalent to 
more than 8 per cent of its 
shares outstanding, in an 
attempt to demonstrate to the 
marked: it would not be harmed 
by Us failure to buy Wells 
Fargo of San Francisco. 

Norwest, another Minnea - 
poli s hank annnimpprt OH Mon- 
day it was acquiring Wells 
Fargo in a stock swap valued 
at about SSLSbn. 

The US Bancorp afmrmnra. 
ment led to a day of hectic 
trading in US bank stocks and 
renewed speculation that more 
large regional hanks will need 
to announce mergers as the 
consolidation of US commer- 
cial banks reaches an “end 
game”. 

US Bancorp, with 470 JbD in 
assets at the end of the first 
quarter, had long been linked 
with Wells Fargo, which many 
analysts saw as a natural part- 
ner. 

. By announcing the buy- 
back, John Gnindhofer, US 
Bancorp’s chief exec u tiv e , in 
effect, ended speculation 
he might launch a hostile 
counter-bid for Wells Fargo. 
He also appeared to rule out 
any mergers c£ equals for the 
near fixture. He said: “We are 
repurchasing stock because of 
our confidence in the earning 
power of the new combined US 
Bancorp, which we expect will 
, generate capital in excess of 
our needs.” 

US Bancorp 's share price 
! was up $ft at $40& - against 
i the midsession trend for the 
| banking sector. Wells’ shares 
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were down $17K, or almost 5 
per cent, at $348. Norwest's 
share price fen heavily for the 
second day running, and by 
midday stood at $3514, down 
&5 per cent for the day. Before 
the WeDs deal was announced, 
it stood at $39ft. Washington 
Mutual, the nation’s largest 
savings h«nk — and seen by 
some analysts as a possible, 
acquisition target for a bank 
looking for a branch network 
in California - feD heavily. 

US Bancorp’s move came as 
speculation intensified that a 
range of large regional banks 
would need to make mergers 
in a bid to gain critical mass. 
This year’s sales of big bank 
mergers win create a group of 
seven US banks with assets of 
$190bn or more. Apart from 
Bankers Trust, no other bank 
has assets of as much as 
SlOObn. AH of the banks with 
assets in a range between. 
(GObn and $100bn are now 
under pressure to do deals. 
The logic is that they could 
create national franchises. 


Race is ore HaBan sports car maker Lamborghini yesterday conferred ft was in talks with Volkswagen over a 
paesHe buy-out thrau{pi the German company's Audi stetsidfary. But a surprise rival bid has also been made 
by a financial consortium believed to be represented by Barclays Bank of the UK. Report. Page 16 

Liffe members vote heavily in 
favour of electronic trading 


By Edward Luca 

Members of the London 
International Financial 
Futures and Options Exchange 
voted overwhelmingly last 
night in favour of overhauling 
the exchange and introducing 
electronic trading. 

In a surprisingly one-sided 
result, Liffe’s 207 -members 
delivered a 98 per cent major- 
ity in favour of reform. The 
vote will result in the overhaul 
of the world’s second largest 
derivatives exchange. It is the 
latest in a series of develop- 
ments at Liffe and other 
exchanges in the multi-billion 
dollar derivatives market 

“This Is an overwhelming 
majority which gives us an 
unequivocal mandate for 
change.” Raid Daniel Hodson, 
chief executive of Liffe. “It also 
vindicates the courageous deci- 
sion of the board of directors 
to propose the changes.” 

The vote completes a dra- 
matic three months for Liffe 


during which it transformed 
itself from a diehard defender 
of the traditional “open out- 
cry" floor trading system to an 
institution that yesterday 
embraced electronic trading. 

The move, which brings 
Liffe into line with its mare 
recently-established continen- 
tal competitors, leaves Chica- 
go's two exchanges as the last 
remaining proponents of open 
outcry trading in the deriva- 
tives market Both exchanges 
are believed to be making con- 
tingency plans for a rapid shift 
to day-time electronic trading. 

Liffe’s transformation was 
triggered by panic following 
the success of the Deutsche 
TerminbOrse, Liffe’s German 
rival, in winning majority mar- 
ket share in Liffe's most presti- 
gious derivatives contract, the 
future on the Germa n govern- 
ment bond. It has also 
Included dramatic changes to 
Liffe's ownership structure. 

Under yesterday’s proposals 
Liffe will now change from a 


mutual-like structure based 
upon tbe interests of its mem- 
bers to a normal profit-seeking 
commercial company. 

7he exchange will encourage 
outside shareholders to take a 
stake in the company and 
sever the link between mem- 
bership and trading permits, 
on its electronic platform. 
Electronic trading, which is 
considered to be much cheaper 
than open outcry, will be intro- 
duced for equity options in 
November and for all other 
contracts by mid-1999. 

Liffe's board, which is due to 
appoint a full-time chairman 
in the next few weeks, has yet 
to decide whether to list con- 
tracts simultaneously on its 
electronic and open outcry sys- 
tem. Experience at Matif. the 
French exchange, suggests 
that the days of open outcry 
on Liffe are numbered. Last 
week Matif closed its trading 
floor just seven weeks afteT 
introducing its electronic 
platform. 
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Banks plan 
to bring 
derivatives 
to forex 


By George Graham, 

Banking Editor 

A group of leading 
international banks Is to test a 
new set of currency indices 
that could dramatically change 
the way the $l200bn a day for- 
eign exchange market works. 

If the indices win wide 
acceptance, banks could 
switch to trading foreign 
exchange through derivative 
contracts, instead of as cash. 

Bankers draw a comparison 
with the commodity markets, 
where traders deal in futures 
contracts for bushels of wheat 
or barrels of oil, but for the 
most part never take delivery 
of the underlying commodity. 

Such a system would 
sharply reduce the amounts 
hanks have to pay each other 
to settle their currency deals. 

In today's foreign exchange 
market, a hank might agree to 
sell SlOOm in return for 
DM 175m. To settle the trade, it 
would pay over tbe entire 
SlOOm. while its trading part- 
ner would in turn pay the 
entire DM175m. 

Because of the huge sums 
involved central bankers fear 
that any disruption in foreign 
exchange settlements could 
bring down even the largest 
international bank. 

Under the new initiative, 
h anks that do not require cash 
delivery could instead trade a 
derivative called a contract for 
difference, or CFD. They would 
settle by paying or receiving 
only the difference between 
their contract price and a 
b enchmar k exchange rate. 

But the development of a 
CFD market requires wide- 
spread acceptance by banks of 
that benchmark. 

The British Bankers Associa- 
tion. which already calculates 
the Labor interest rate bench- 
marks, is working with Reu- 
ters on a set of indices for 
major currencies which will be 
piloted for the next three 
months. The BBA will test two 
indices, one produced by a 
panel of banks andihe other 
by a panel of brokers, to see if 
the two diverge. 

A bank that actually needed 
D-marks could still trade in 
cash. But, according to Chase 
Manhattan, one of the leading 
banks behind the initiative, 
such transactions account for 
less than 5 per cent of global 
foreign exchange turnover. 

Japanese banks have shown 
great interest in an idea that 
would allow them to resume 
trading with those suspicious 
about their creditworthiness. 


m 


BARRY RILEY 


pnferrkm^flahiflra 

totaW ' lajktmriatfprd 

pVMnWiM 

hj B trp ri m BM d r&i J 


This year’s model boosts 
UK pension schemes 
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Odd things happen when you 
make short-term decisions 
about how to value long-term 
contracts. 

For instance, it is little more 
♦Iran 12 months since Britain's 
actuaries persuaded the 
government to adopt a 
particular asset valuation 
formula for the Minimum 
Funding Requirement, 
imposed through new p ensions 
legislation. The formula (a 
kind of dividend discount 
model) was intended to 
establish a stable, long-term 
framework, but was almost 
immediately sabotaged by last 
July's Budget, which imposed 
tax an dividends received by 
pension fimdsL 

As a result some finance 
directors have recently been 
warned of a collapse of their 
pension schemes’ MFR 
solvency, in spite of soaring 
asset prices. True, the strength 
erf asset prices has been 
balanced by growth in the 
present value of the liabilities, 
given that these roust be 
discounted at rates reflecting 
the collapse in long-dated 
gflt-edged yields from 7.3 to S.7 
per cent in just over, a year. 

But for UK equities a 
dividend-based equity 
valuation model now makes 
little sense in these days of 
share buy-backs, which could 
nmnunt to half the Cash 
aggregate of conventional 
dividends this year. So the 
formula has been only 
temporarily patched up. 


through a different market 
value adjustment, which will 
reduce the required rate of 
return on equities for these 
statutory purposes (thus 
improving food solvency 
against the MFR benchmark). 

Meanwhile standardisation 
of scheme valuations is still 
elusive. The 1998 Coopers & 
Lybrand survey of 
assumptions reveals, as 
previously, a wide variety of 
actuarial opinion. If the 
average actuary can be said to 
require EL00 ($164) of funding, 
the most cautious will 
recommend £142 and the most 
optimistic (possibly one 
leaning over furthest 
backwards to help an 
overstretched client) just £71. 

Is the latter actuary, 

however, really all that 
starry-eyed? The median 
assumption, after all, is that 
the real return on investments 
wffl be just 4% per cent This is 
only haifthe actually achieved 
real return of 8% per cent over 
20 years. But actuaries are 
trying to draw a cautious line 
between two contradictory 
schools of thought that 
relevant past returns should 
be extrapolated, or that the 
recent high historical returns 
are not only unsustainable, 
but must be offset by low (and 
even, for a while, negative) 
future returns. 

to practice, UK schemes 
continue to rebalance away 
from Icgbretaming equities, 
th o u gh only slowly. Detailed 


returns for tbe January-March 
quarter from the WM 
Company show that for 1,225 
funds (a sample representing 
about half the sector's assets) 
£3.1bn was taken out of 
equities and some £2.7bn 
transferred into bends. 

Altogether, with overseas 
equities being bought, as much 
as £4-5bn net was shifted out 
of UK equities, implying near 
£9bn far all pension funds. 

This may not have represented 
investment decisions, though, 
so much as a passive response 
to the aggressive bidding for 
stock by corporates through 
takeovers and buy-backs. 

Actuarial caution suffers 
robust atticism from Philip 
Isherwood, UK equity 
strategist at Dresdner 
Klein wort Benson. UK pension 
funds admit to a surplus of 
ElOObn within £300bn of assets. 
Mr Isherwood says that on the 
basis of equity returns over 25 
years the surplus is £170bn. 
and a repeat of the last decade 
would imply £335frn. Perhaps 
investors, and managements, 
are being seriously misled 
about the real cost of pensions. 

Coopers & Lybrand ’s John 
Shut tie worth says that, 
against the standard £100. the 
fund required on tbe basis of 
25 years of equity returns 
would be £60, and for the last 
decade it would be just E2&. 

We must not be too hasty. In 
about 50 years we shall be able 
to say, tentatively, what the 
right answer is. 
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FOOD FINNISH GROUP TO PUBLISH SEPARATE FIGURES FOR NEW MARGARINE TIPPED TO BECOME MARKET LEADER 


Raisio to split off results for Benecol 


By Greg Mdwr in Helsinki 


Raisio, the Finnish food and 
chemicals group, will today 
for the first time disclose 
separate financial results for 
Benecol, the cholesterol-cut- 
ting margarine tipped to 
become an international 
best-seller. 

The announcement, to 
coincide with the publication 
of four-month profits, will 
split Benecol sales and oper- 
ating figures from Raisio's 

margarine division, which 
accounted for one-third of 


the company’s FM4.95bn 
(5916m) turnover last year. 

Raisio has encountered 
criticism from some inves- 
tors over the lack of finan- 
cial data about Benecol’s 
performance in Finland, the 
only market in which it is 
sold. 

Raisio shares have risen 
16-fold since Benecol was 
launched in late 1995. The 
margarine sells at seven 
times the price or ordinary 
spreads and bos a 12.5 per 
cent share of the Finnish 
market 


The figures to be unveiled 
today will include sales and 
operating profits for Benecol 
as well as details of the first 
down-payment by McNeil, a 
subsidiary of Johnson & 
Johnson of the US. which is 
the worldwide licensee for 
Benecol. 

Financial terms behind the 
J&J collaboration have been 
kept secret after the two 
signed an agreement over 
North American rights one 
year ago. This was broad- 
ened in March into a world- 
wide venture. 


It is known, however, that 
J&J has contracted to pay 
royalties and "milestone” 
payments to Raisio based on 
Benecol sales. Under the 
agreement, Raisio sells 
stanol ester - the plant- 
based, cholesterol-lowering 
ingredient in Benecol - to 
J&J. 

Tor Bergman. Raisio dep- 
uty chief executive officer 
and head of the Benecol 
unit, said plans woe under 
way to launch a “palette" of 
Benecol products in the US 
by the end of this year. 


assuming approval from the 
US Food and Drug Adminis- 
tration. 

Stanol ester can be used In 
any fat-containing food. In 
addition to margarine, likely 
products include salad dress- 
ings, cooking oil and 
yoghurt 

Mr Bergman hinted that a 
range of Benecol products 
could also be introduced in 
main European markets 
around the end of this year, 
depending on regulatory 
approval. 

He shrugged off the chal- 


lenge from other companies, 
including Unilever, which 
are attempting to develop 
products with similar prop- 
eties to BenecoL 

“The fact that other com- 
panies are trying to enter 
the mar ket proves that we 
are on the right track," he 

Mr Bergman added that 
Raisio had a lead of about 
two years over any rival and 
stressed that stanol ester, 
produced from plant sterols, 
enjoyed strong patent pro- 
tection. 


Telekom to 

pilot ADSL 
data service 


By Ralpfa Atkins in Bcofl 


Volvo 
appoints 
new US 
car chief 


Stubborn BCI rewrites rules in Italian banking 


By Tim Burt in Stockholm 


Rejection of merger 
with Banca di Roma 
highlights changes 
in the sector, 
writes Paul Betts 


Volvo, the Swedish auto- 
motive group, yesterday said 
it was replacing the head of 
its US car operations in an 
attempt to bolster its mar- 
keting efforts In North 
America. 

The company, which sells 
about 100,000 cars a year in 
the US. announced that 
Helge Alien would be stand- 
ing down after three years as 
president of Volvo Cars in 
the region. 

Mr Alten, credited with 
overhauling Volvo’s dealer- 
ship network in North Amer- 
ica, is to become managing 
director of Volvo Ocean 
Race, the four-yearly round- 
the-world yacht race previ- 
ously sponsored by Whit- 
bread. the UK brewer. 

Volvo recently paid up to 
SKrlOOm for sponsorship 
rights to the race. 

The group's car sales in 
North America totalled 
about SKr30bn ($3.8bni last 
year - more than 25 per cent 
-of the car division's total 
turnover. 

Although Volvo denied Mr 
Alten's move was a demo- 
tion, officials admitted yes- 
terday that Leif Johansson, 
group chief executive, hoped 
for a more aggressive sales 
and marketing drive. 

“Leif wanted someone 
more experienced in that 
part of the business," a 
senior official said. 

Mr Alten is being replaced 
by Hans Olov Olsson. cur- 
rent president of Volvo Care , 
in Europe. He has been I 
charged with lifting Volvo 
car sales in the US by one- 
third. to 150.000 units a year. 

Mr Olsson will also over- 
see the launch of Volvo's 
mid-range S40, V40 cars in 
North America and the first 
sales of its new S80 large 
car. unveiled In .'Sweden last 
month. 

He has also been asked to 
increase exclusive Volvo 
dealerships in fhe US. where 
the company hopes to lift 
operating margins from 
4 per cent to 7 per cent. 


B anca Commerciale Ital- 
iana’s monumental 
headquarters in Milan's 
Piazza della Scala. just 
across the square from the 
famous opera house, has 
been likened in recent 
months to Fort Alamo. 

Since early January, BCI 
has been under siege. A for- 
midable lobby including the 
government, the Bank of 
Italy and the h ank 's own tra- 
ditional allies - Mediobanca, 
the secretive and influential 
banking institute only 200 
metres away behind La 
Scala. and Assicurazioni 
Generali, the country's larg- 
est insurer - sought to force 
it into a shotgun wedding 
with Banca di Roma. 

The plan was to create the 
country's largest banking 
group with combined assets 
of more than L400.000bn 
($228bn) at the same time as 
resolving the problems at 
the big Rome banking group, 

, which is in the throes of 
restructuring but still bur- 
dened by a non-performing 
loan portfolio of more than 
j Lio.ooobn. 

At the end of last week, 
Cesare Geronzi, Banca di 
Roma’s chair man , threw in 
the towel. He wrote to Luigi 
Fausti, his opposite n umb er 
I at BCL blaming Hhn for the 
j collapse of the merger plan. 
Inside BCI there was jubila- 
tion. Mr Fausti, a veteran 
BCI career man until now 
not considered a particularly 
tough negotiator, was given 
a standing ovation by staff. 

A few years ago. the 
events of the last days would 
have been unthinkable. The 
sheer pressure of the Rome 
establishment combined 
with the big guns of Italian 
finance and business would 
have forced Mr Fausti to 
capitulate. The fact he suc- 
cessfully resisted intense 
political and financial arm 
twisting is a sign of how Ital- 
ian capitalism is changing. 

At the end of the day. BCI 
considered the merger to be 
against the interests of the 



Deutsche Telekom, the 
German telecoms giant, is to 
launch a pilot high-speed 
data service from Monday 
that will enable it to to steal 
a march on other national 
carriers in multimedia. 

The technology, called 
ADSL (Asymmetric Digital 

Subscriber Line) technology. 

could speed the transforma- 
tion of the industry and 
opens op the telephone net- 
work to video-on-demand 
and other multimedia ser- 
vices. 

Although other telecoms 
groups have launched small- 
scale ADSL trials. Deutsche 
Telekom said yesterday it 
saw its pilot as a precursor 
to a national roll-out. 

The German group sees 
the new high-speed links as 
a s up ple men t — rather than 
a threat - to its existing 
integrated digital services 
network (ISDN) which it has 
invested billions of D-Marks 
in recent years. It also 
argued that ADSL can run 
alongside its extensive but 
lossmaking conventional 
cable television activities. 

Ron Sommer, Deutsche 
Telekom chairman, said the 
goal was to open the new 
generation of digital services 
“to the mass market". 

Gerd Tenzer, board mem- 
ber with responsibility for 
networks, added: “We expect 
that by the start-up phase at 
the beginning of next year 


several tens of thousand cus- 
tomers will be taking advan- 
tage of our ADSL offer - by 
the end of next year, up to 
100.000” 

After the pilot tests with 
100 business and 350 private 
customers in North Rhine 
Westphalia, northern Ger- 
many. Deutsche Telekom 
will from this year offer the 
new service in eight cities: 
Hamburg. Berlin, DQssel- 
dorf, Cologne, Bonn, Frank- 
furt. Stuttgart and Munich. 

ADSL technology allows 
the transmission of up to 

ambps to customers and up 
to 768kbps in the opposite 
direction. That compares 
with up to 128kbps on an 
normal ISDN connection, 
which consists of two 64kbps 
lines. 

Deutsche Telekom believes 
it has a big advantage over 
US telecoms groups because 
of the relatively short dis- 
tance between its local 
exchanges and customers. 
This means Deutsche Tele- 
kom ran offer almo st all its 
customers transmission 
speeds of 6mbps or more; in 
the US the maximum would 
be about l.5mbps. 

ADSL has considerable 
benefits over other compet- 
ing “broadband” technolo- 
gies because it uses standard 
copper-wire networks which 
can be upgraded at relatively 
low cost. The main invest- 
ment would be in expanding 
“backbone” networks 
between switching stations. 
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Mian’s Piazza della Scala, where BCTs headq ua rter s oppo ad e the famous opera house. La Scale (above), has been Bkened to Fort Alamo 


Gazprom urges 
$lbn sell-off 


former finance minister 
to head Teie Danmark 


privatised bank and its 
shareholders. 

Privatisation, the advent 
of European monetary 
union, and the globalisation 
of financial markets have 
inevitably undermined the 
old Italian power networks 
and their fortress-like men- 
tality. None more so than 
Mediobanca, which has seen 
its influence wane in the 
past three years following a 
string of fiascos, starting 
with its efforts to create a 
new industrial holding with 
its “Super-Gemina” project, 
the subsequent collapse of 
the attempted merger of 
Marzotto with the HDP hold- 
ing, and now with the BCI- 
Banca di Roma deaL . 

Mediobanca has faced 
growing internal turmoil. 
The defection of Gerardo 
Braggiotti. one of its bright- 
est investment bankers who 
a few years ago had pro- 
posed a merger of BCI. 
Banco di Roma and Credlto 
Italiano to Lazard Fr6res, 
has led to tensions between 
the Milan bank and its once 


close ally Lazard. Even 
Enrico Cuccia. the bank's 90- 
year-old honorary chairman , 
described as Italy's most 
powerful post-war banker, 
no longer gets his own way. 
Last week he flew to Rome 
for a meeting with Romano 
Prodi. the prime minister, 
that did little to unsettle Mr 
Fausti's resolve against the 
Banca di Roma merger. 


T he collapse of the deal is 
widely regarded as a 
defeat for Mediobanca. 
Apart from bolstering its 
dwindling position at the 
heart of Italian finance, the 
merger would have safe- 
guarded Mediobanca’s share- 
holding structure since 
Banca di Roma and BCI con- 
trol between them about 16 
per cent of the Milan invest- 
ment bank. 

1 Its third mam shareholder, 
Credito Italiano, has increas- 
ingly distanced itself. 

The Bank of Italy and the 
government were keen on 
the merger because it would 
have consolidated the turn- 


round at Banca di Roma and 
eased their concerns over 

the Still fragile financial situ- 
ation in central and 
southern Italy. 

If BCI appears to have won 
one battle, it has not yet 
wan the war. At the end of 
the 1980s, BCI was widely 
regarded as the country's 
best and most international 
commercial bank and Cre- 
dito Italiano was considered 
its poor sistar. But in the 
past few years Credito Ital- 
iano has overtaken its old 
rivaL 

BCI, although remaining 
profitable, was slow to adapt 
to the changing circum- 
stances in the financial mar- 
kets. It failed twice to take 
over other banks based in 
the country's rich north - 
first Ambroveneto, then the 
Cariplo savings bank, which 
ended up merging with 
Ambroveneto. 

Its hesitance and lack of 
direction left it on the side- 
lines as competitors leapt 
into bed with each other. 

Mr Fausti says he wants to 


acquire some smarter north- 
ern banks. But the competi- 
tion is Intense. BCI could 
build its relationship with 
Assicurazioni Generali, cur- 
rently interested in acquir- 
ing the Lugano-based Ranra 
della Svizzera Italians, or it 
could accelerate the long 
touted merger with Medio- 
banca which would become 
BCI’s investment banking 
arm. It could also be lured 
into nnp of the new enlarged 
banking groups. 

Nor can one role out 
another stab at a Banca di 
Roma merger. Giorgio Bram- 
biHa, Banca di Roma chief 
executive, said on Friday his 
bank was in much better 
shape, with gross earnings 
rising by 120 per cent in the 
first five months of this year 
to LUSObn. He conceded the 
proposed deal with BCI was 
now “closed", but be added 
that “if someone wants to 
open it again we will not act 
as offended virgins". 

As long as Mr Fausti dons 
his Davy Crockett hat the 
chances are extremely slim. 


By Join ThomhBMn Moscow 


Gazprom. Russia's biggest 
company, is pressing the 
government to sell a further 
shareholding in the gas 
group to a western strategic 
partner for $lbn. 

ft would rank as the big- 
gest equity offering from a 
Russian company this year. 

Rem Vyakhirev. Gazprom 
chairman, said the sale of 
the 2-3 per cent stake would 
bolster the government’s 
stretched finances and 
strengthen the company's 
relationships with western 
energy groups. 

Gazprom has already 
forged strategic alliances 
with Royal Dutch/Shell and 
ENI of Italy, and exerts con- 
siderable influence over the 
government as Russia's larg- 
est hard currency earner. 

Mr Vyakhirev said Gaz- 
prom, 40 per cent-owned by 
the government, had been 
negotiating the deal for more 
than two months but he was 
not certain it would materi- 
alise. 


Nikolai Arutyunov, gas 
industry analyst at Bruns- 
wick Warburg, the Moscow- § 
'based stockbrokers, 
suggested the move could be ' 
part of a broader battle 
between Gazprom and the 
government over the compa- 
ny’s outs tanding tax bin. 

“Gazprom may be hinting 
that instead of squeezing tax 
arrears out of ptj, the gov- 
ernment could place a 2 per 
cent stake instead,’’ he said. 

Mr Vyakhirev said yester- 
day that Gazprom remained 
interested in buying the gov- 
ernment's 75 per emit share- 
holding in Rosneft, the last 
big state-owned oil group, in 
spite of the sharp falls in the 
international oil price. Gaz- 
prom had earlier formed a 
consortium with Lukoil, the 
giant Russian oil group, and m Jjf 
Shell to bid for Rosneft ^ ™ 

The government has 
reduced the starting price 
for Rosneft from $2.1bn to 
$1.6bn after its first attempt 
to sell the company col- 
lapsed without receiving a 
bid. 


Sate to cut m Bezcq 


Volkswagen talks to Lamborghini I Thyssen Krupp eyes Cockerill 


By Haig Simonian 
and Ctay Harris 


Volkswagen is in talks to 
buy Lamborghini the Italian 
sports car maker, through 
its upmarket Audi subsid- 
iary. it was confirmed yes- 
terday. But YW's plan to 
broaden its luxury car port- 
folic after last week's agree- 
ment to buy Rolls-Royce 
Motor Cars from Vickers is 
not the only bid to have 
been considered in recent 
days by the Italian company. 

A financial consortium, 
involving Barclays Capital. 


the investment banking divi- 
sion of Barclays Bank, was 
In talks with Lamborghini as 
recently as late last week. 
The rival offer, however, was 
withdrawn because certain 
conditions which the Bar- 
clays consortium had asked 
for could not be met 

A Lamborghini board 
meeting scheduled for last 
week was postponed. 

Lamborghini is controlled 
by Hutomo “Tommy” Man- 
dala Putin. the youngest son 
of Indonesia's former presi- 
dent Suharto, with 60 per 
cent of the shares. The 


remainder are held by 
Mycom of Malaysia. 

In recent weeks, represen- 
tatives for Mr Mandala Putra 
have issued contradictory 
statements about his plans. 
Last week, Mycom issued a 
statement to the Kuala Lum- 
pur Stock Exchange confirm- 
ing talks to sell its holding. 
Trading in Mycom shares 
has been suspended. 

The erstwhile rival bidder 
is believed to have been 
interested in releasing the 
value of the brand, possibly 
via a flotation. 

Audi’s involvement 


started late last year after 
Lamborghini approached It 
as a possible source of V8 
engines for the planned new 
"Baby Diablo” sports car. 
The talks with Audi gath- 
ered pace to include a poten- 
tial takeover. 

While negotiations have 
been restricted to Lamborgb- 
ini's owners and potential 
buyers, the company’s 310 
employees and union repre- 
sentatives have grown con- 
cerned about the impact of 
the uncertainty on the 
group, which needs funds 
for new products. 


By Nail Buckley 
In Brussels 


Germany’s Thyssen Krupp is 
one of four potential bidders 
for Belgium’s Cockerill 
Sambre, one of western 
Europe’s last remaining 
large, state-dominated steel- 
makers. it emerged yester- 
day. 

The Walloon region, Bel- 
gium’s French-speaking 
southern half, which owns 
78.8 per cent of the steelma- 
ker, said four groups - Thys- 
sen Krupp. France’s Usinor, 
Hoogovens of the Nether- 


lands, and Arbed of Luxem- 
bourg - had expressed inter- 
est In a partnership. The 
closing date is May 3L 

Although the other groups 
had made public their inter- 
est, Thyssen Krupp con- 
firmed yesterday only that it 
was considering an offer. 

A link with Cockerill could 
transform any of the four 
potential partners, apart 
from Hoogovens, into 
Europe's biggest steelmaker 
by output 

The news pushed Cockerill 
Sambre’s share price up 10.5 
per cent on the Brussels 


Bourse, from BFr218 to 
BFr24L 

The Walloon region, 
advised by Deutsche Morgan 
Grenfell, is expected to 
announce a shortlist by 
early July and a decision by 
September. 

After a spate of link-ups in 
the European steel industry. 
Cockerill Sambre is one of 
the last sizeable marriage 
candidates. It produced 6.3m 
tonnes of raw steel in 1996, 
patting it behind behind 
Thyssen Krupp, British 
Steel, Arbed, Usinor. Italy's 
Riva, and Hoogovens. 


The Belgian group is 
undergoing a restructuring 
aimed at cutting costs by 
BFrIObn ($270m) a year, 
including reducing the 10,000 
workforce by 2,000. The plan s 
helped it recover from 1 ! 
BFrtbn losses in 1996 to a 
BFr3bn net profit last year. 

Separately, Frauds Mer, 
chairman of Usinor, yester- 
day told the company’s 
annual meeting the steel- 
maker was likely to double 
net profits to FFrl.Sbn 
t$268m) in the first half. 
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INTERIM dividend 

The Board of management 
of PotfQram H.V. has 
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Netherlands withholding lax. 

Dm dividend for shareholders 


P Lyonnais 

" G expands 


in US 


Or by (tarn: { 8 C 966 MK 1 E*tL 2 fiBand 26 *CO«JEUr* 


BankgeseHschaft Berlin 

akiiengcseltseftaf: 


Creditanstalt AG 


The trim peces iM be heU Inagb optfzrion pawn, by mem ai Mm seek afflpatejitf be acnntfBfed by ai hoexe m 

capftt Biw^^ Brttoasong«»eglBBperirilaw^etaairiquiBaipanzrtg)^otaalnad>w5ri8BM»aieaiy»d 
MberasanM,breMtaetfonanagBKrtriBaaiq)aiy. New|ri«staienrindtftoiriKWbypiHeMn^aribdA«|ncesi 


SANK POLSKA KASAOPEKISA. BeHuier Bank AG 
PEKAO SA GROUP 


BULBANK Ltd. 


[ International Moscow Etanii Kamerini banka. a.s» Prague Moscow Narodny Bank Untiled 


■oft«j*DoB*Jtaaa*,CiAlslocaBdlr SariJOwieoftbylttCfcamaRw. wtareiawesaper. Bteaontag Mrirfcawwaf 82) 
VtefteritaMtoSntftacauntyinstdUap^.ethattfcesfiiiHBdpertbpaaihiaaafe Ns aristae of RDCKLU 

ttariiiicai pesos (USSMJI dotal). 


ZIVNQSTENSXA BANKA A.$. 
LONDON BRANCH 


MmMNole.ClAioeririioPKmffofctasatfo&uias&Mcaroirfninriq.tMiflinpvfcfeefanrflmbGriaBfcL ta 

enuri safes are of R 0 S 75 JI ArtUaa pesos (US&MMM). 


The dividend Tor tamers of 
bearer shares will be payable 
as of 7 July 1998. Holders of 
CF certificates are emitted to 
the tflvidend prowdfog that 

they have deposited their 

dividend sheets by the CF 
closing date ofl July 1998 
*ith a custodian affiliated to 
the *Centnjm voor 


Baam as at 1 July 1998 w® 
be wired on 7 July 1998 to 
foe shareholders concerned, 
after deduction of 25 per cent 
Nefoeriands withholding fax. 
The dividend for shareholders 
or the company's register In 
New York as at 6 July 1998 
wfllbepayafaBonlOJidy 
1998. Shareholders wffl 
receive advice by mafl 
regarding payment and 
withholding tax 
arrangements. 
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PpWER SPANiSH GROUP'S STOCK SLIPS 5% 

Endesa shares 
fall as retail 
investors sell 


COMPANIES & FINANCE: INTERNATIONAL 


By Tom Bums 
in Madrid 

Shares in Endesa dropped 
nearly 5 per cent yesterday 
on the first day of trading 
after the Spanish power 
group's stock had been 
widely distributed to private 
domestic investors in a 
record-breaking Ptal,150bn 
<$7.6bn) privatisation. 

Endesa shares closed at 
Pta3,275, a 433 per cent fall 
on Monday's close of 
Pta3,445 and well down, on 
-the Pta3,372 price at which 
the power group’s stock was 
sold to retail investors. 

Trading in the power 
group's shares represented 
half the total volume on 
Madrid’s Bolsa and helped 
drag down the market's 
general index by 2-37 per 
cent 

The price to retail inves- 
tors represented a 3 per cent 
discount on the weighted 
trading average of Endesa’s 
stock during Monday’s Bolsa 
session, and the flowback of 
shares suggested that many 
retail investors had acquired 
more Endesa equity than 
they had bargained far. 

The issue price to institu- 
tions was set at Pta3,400 and. 
on yesterday's share perfor- 
mance, the coordinators of 


the offer could now face dif- 
ficulties In placing some 
8l.5m shares which repre- 
sent the “greenshoe”, or 
over-allotment tranche, of 
the disposal. 

Sepi, the government 
agency which put 33 per cent 
of Endesa on the market, 
finally allocated 79.8 per cent 
of the initial offer, or 245m 
shares, to private investors 
after twice revising the offer 
■ structure in order to affeet a 
disappointing response from 
institutions. 

Some L4m Spaniards were 
estimated to have purchased 
Endesa shares in the privati- 
sation. 

However, brokers said 
the reported high demand 
by retail investors was 
deceptive. 

"Individuals put in bids for 
Endesa shares totalling 
P tasm but they only really 
intended to invest a tenth of 

that and were wwrfldawt that 

their bids would be severely 
scaled back by excessive 
de mand, " said Juan Bastes, 
managing director of Itaerse- 
curities, a Madrid Bolsa 
firm. 

Analysts believe that insti- 
tutions will absorb the sales 
by small Investors as the 
share price drops to attrac- 
tive levels. 


NEWS DIGEST 


( * a / prom ur<5 TELEC0MMUNICA - TH)NS - — _ 

. , . Former finance minister 

N MU1 Sell-Oil to head Tele Danmark 


l’\ I s 


( Of 


kcrili 


■ Henning Dyramose, a former minister of finance, was 
yesterday named chief executive of Tele Danmark, the 
national telephone company oontrofied by Amerttech, the US 

M . telecoms company. Mr Dyramose wffl succeed Hana Wurzen, 

- who (eft at short notice h January to become a /Ltdga. 

Knud Heinesen, chairman of the supervisory board, said Mr 
. Dyramose was chosen for Ms business acumen and not 
-, because of his former political career. Mr Dyramose, 52, is the 
first Tele Danmark chief executive to corns from the private 
7 sector. He was managing director of Datfwfttarsen & Home- . 

mann, which operates a chain of bufidrjg rwterfal netaS stores 
- and trades tinfoec in 22 countries. He pfomtsed to increase 
■» the group’s turnover and earnings by providing the best and 
cheapest services. Hilary Barnes, Copenhagen 


•ISRAEL • ; 

State to cut stake in Bezeq 

Israel will reduce its stake in Bezeq, the state-controlled tete- 
. corns company, by a further 20 per cent, bringing Its holding 
. to 35 per cent Tzfrfr livnl, head of the government companies 
- authority responsible for privatisation, yesterday said she 
Intended to press ahead with either block sates or an intemar 
. tonal feting during the next 12 months. The shares would not 
, be sofd on the Tel Aviv Stock Exchange because demand 
would be Insufficient 

The sate could yield up to Shkl.Tbn (5484m) gfvw Bazeq's 
. current market capitalisation of about Shk8.5bn. The shares 
: ended down ShkO.2, or nearly 2 per cent, at Sh Id 1.59. 

Bezeq's Wg shareholders Include Cable and Wireless, the 
UK teiecoms group which owns 12.75 per cent Merrill Lynch, 
the US investment bank, which holds 6 percent, and Israel's 
Dovrat-Shrem Investment group, which recently brought 3 per 
cent Last year, Bezeq reported net losses of Shk222.7m on 
sates of Shk8.7bn after a Shklbn charge for restructuring. For 
the first quarter of this year, ft reported net profits of 
Shk129m. Judy Dempsey, Jerusalem 
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. BREWING 

i Heineken in Polish buy 

. Heineken, the Dutch brewer, has expanded its share of 
Poland's beer market to more than one-third through a take- 

- over of the Australian-owned Bbrewery. It already controls - 

- Zywtec, a listed brewery in southern Poland which has about 
-- ; 12 per cent of the market, and yesterday’s agreement to 

acquire Just over half of the equity in Bbrewery wiB add 
. another 22 percentage points. Total sales volume of the brew- 
eries Included In the deal was Just under 7m hectolitres last 
year, which would make the group one of the largest In Hate- 
ekan's international organisation. . 

Heineken, which was advised by CSFB, has agreed WttaBy 
to buy a 9.6 per cent stake In Bbrewery and wil increase its 
holding by stages to 50 per cent plus one share. The value of 
the deal was not disclosed. Christopher Bobbiski, Warsaw 


UTILITIES : 

Suez Lyonnaise expands in US 

B Suez Lyonnafee dee E&ux. the French utilities group, has 
Jotntiv won the water treatment contract for Gar y, India na. In a 
deal, with an annual turnover of SlOOm. The cyerattari, w® 
United Water Services. Its US operation, will be jointly open- 
atad With the Indbnapofc Water Company, and represents 
the third such contract the French group has won over the 
past few months. The contract win last for 10 yeara. all owing 
for Investment as well as maintenance of the existing system. 

United Water is 28 per cent owned by Lyonrn*e des . 
Eaist, and has won contracts in IndtanapoBe last November 
end in Milwaukee In January thte year. . ■ - 

M Vivendi, the rival French utlRties group, haatakan a state 
in the privatisation of Sanepar, the Brazilian water group, for 

FB390m(S85m). Andrew Jack, Paris 


Banker Ireland. 

U-S. $300.000,000 _ 
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Great Lakes has yet to prove the chemistry is right 

In spite of spinning off its lead additive unit, Octel, the group has failed to enhance shareholder value, writes Jenny Luesby 


W han something as 
fashionable as a 
demerger within the 
chemicals industry is 
received with the dismay 
that greeted the spin-off of 
Octel by Cheat Lakes Chemi- 
cal, all eyes turn to the qual- 
ify of fha hnlmgrrw m ghl p. 

Octel makes the lead in 
petroL Banned in new cars 
in Europe and North Amer- 
ica. ahead of a complete 
phase-out, the product’s mar- 
ket has halved since 1990. 
But it stm accounts for 85 
per cent of OcteTs sales. 

Tbe company now predicts 
the market will contract by 
up to IS per cent a year for 
the -next five years and 
prices will also faff. 

paced m tii> tWp unsavoury 
future. Great Lakes, based in 
TrwUana, last July announced 
OcteTs spin-off. What was 
never made clear was how 
the separation could 
improve matters - most 
notably for shareholders. 

- At fh* rim** , Qreat ijifcirf 
rram chare prirp had fasten tr> 

below $47, from nearly $69 at 
the beginning of 1996, when 
lead additives accounted for 
mere half of its 
of annual sales. The divi- 
sion's decline hafl triggered 
repeated profit downgrades. 
The over-riding motivation 


for the industry’s recent 
spate of d e mergers has been 
the separation of rising busi- 
nesses from their declining 

SlbWng K 

But while this has seen 
cyclical or even lo6s-xnaklng 
businesses gain their inde- 
pendence, it has not marked 
the la unch of a iyitHw busi- 
ness facing a dead-end for 
hea l th reasons. 

Dennis Kerrison. OcteTs 
chief executive, insists 
opportunities «hu remain. 
The bans on lead additives, 
prompt e d by evidence that 
they cause brain damage, 
have not yet extended to 
urtrrt freest Asia, t he Middle 
Bast »nfl Africa. 

“Developing these markets 
promises us more ti ,aT> suffi- 
cient cash flow for at leas t 
the next eight years,” be 
says. 

But the appointment of Mr 
Kerrison has in itself done 
little to enhance investors' 
faith in the company. In his 
last job as chief executive, 
Mr Kerrison oversaw Hick- 
son of the UK, a former 
favourite of the City of Lon- 
don, through site explosions 
that killed five people, Uni- 
lever’s cancellation of a key 
contract for the fitfated cat- 
alyst for Peril Power wash- 
ing powder, and, finally, the 


Gnat Lake* CbeeBiGal : ; 

Sterepteeff} - 


Stem pries start U« (9 


tanonen jpte-oa HM ftutn 
mraadoiwter - goarer - oarer ■ 



company’s move into losses. 

At least he can claim expe- 
rience of adversity, which 
wfll be relevant. In the first 
month of trading. OcteTs 
share price fell by 40 per 
cent, a decline which sits 
uncomfortably with the 
ri«im by former Great Lakes 
chief executive, Robert 
McDonald, that tbe split 
would taring valuation bene- 
fits. 

Across the industry, 
demergers have ucharad in a 
re-rating of higher quality 
businesses, pushing the sum 
of the resulting share prices 
well above the single pre- 


ss j* \m terms j ■ 


.demerger price. 

However, with Great 
Lakes’ shares now trading at 
about $42 and Octel - which 
was Issued as one share for 
every four shares held In 
Great Lakes - at $21, the 
market currently values the 
two companies apart exactly 
as it valued than together. 

Mr McDonald also argued 
that tbe separation would 
allow each company to link 
executive incentives directly 
to performance. 

Again, this reflects an 
industry trend. It has 
become normal, when float- 
ing a problematic rtipmirais 


business, to require execu- 
tives to Invest substantial 
sums in its shares, both as 
an act of faith and as an 
incentive to work for share- 
holders. 

Octel has not put such a 
programme in place, it did 

recently discuss the desir- 
ability of voluntary execu- 
tive investment. 

Another benefit of the 
split, says Mr McDonald, 
would be the $346 -2m special 
dividend payable by Octel to 
Great Lakes. To fond this 
and buy out Chevron's 
minority stake in Octel. the 
newly floated company went 
out with debt of $45 flm. 

Analysts such as BT Alex 
Brown, which estimated the 
intrinsic value of Octel at 
$800m-$700m, were unim- 
pressed by the low level of 
the special dividend. 

Either way, there is little 
evidence that It has bene- 
fited Great Lakes. The com- 
pany's gearing is now negli- 
gible. It has made some 
minor acquisitions, but its 
remaining core speciality 
chemical businesses ore In 
sectors that are largely con- 
solidated. including addi- 
tives for plastics, fire extin- 
guishers and water 
treatment. 

In the absence of either a 


viable shopping list or press- 
ing investment needs. Great 
Lakes bought back 15 per 
cent of its shares, at a cost of 
$730m, between 1993 and 
1997. In December, when It 
announced further 
it sought authority to buy 
back another &5m shares. 

H owever, while it is hard 
to see who has gained 
from tbe spin-off, which 
cost SI 7m In fees and admin- 
istration, there is one way in 
which It has changed every- 
thing. 

“The spin-off and the con- 
fusion that surrounded it 
served to highlight that tbe 
company had major prob- 
lems. Tbe result was a 
change of management.” 
says one corporate banker. 

In March. Mr McDonald 
retired. The new chief execu- 
tive is Mark Bulriss, for- 
merly of AllledSignnl. 
Viewed as talented, his move 
is said to have prompted a 
buying spree of Great Lakes 
stock by former colleagues. 

Even with the shares now 
trading at the average price/ 
earnings multiple for special- 
ity chemicals companies, the 
banker believes tbe company 
offers “huge scope for 
improvement”, which Mr 
Bulriss Is certain to exploit 


FOOD AND CARS, TRACTORS, | 

I 

1 

REFRIGERATORS, COOKERS, TV’S, ENERGY, SUPERMARKETS, j 

I 

! 

BANKING, INSURANCE, CABLE TV, HOTELS ! 

FOR THOUGHT. 








« We're die foremost Turkish company in producing and 
distributing household appliances - with a leading 
market share. 


We control the largest private sector industrial company * Through Aygaz, we've supplied “liquid petroleum gas” 
in Turkey, Arpeltk. with at least one white goods product the most commonly used source of energy in Turkish 
in every household. homes, for over 25 years. 


* Through Beko, we're the largest domestic electronics * Through Axdem, we're Europe's largest manufacturer of • And through Tdrk Demit Dokum, were a marker leader 


. manufiqiwTT. and are now exporting the brand to Europe. free-standing cookers. 


<s^§>Koc 


in the production of tadiatois, water heaters and boilers. 


A part of Turkish life. 


a v to moti vj * Domestic appliances * financial services. * retailing be food * energy &. More. 








In 


By Louse* 
fa San Ran 


Intel wil 
charges fr 
Trade Coe 
sary appe 
court to i 
mission, 
newly app 
live of tl 
raanufactu 
visit to To 
The woi 
maker. Int 
abusing its 
coercing s« 
ers in the • 



By Gerard B 
fa Washing!) 


A few 
Republican 
son to rein 
in this au 
congressior 
If past c 
guide, this 
be a bum 
party in 
expect to ci 
on both ho 
won empt 
and retainr 
For one 
could rea* 
gain from « 
suing agai 
control of t 
Furthenr 
ing air of 
White Hoi 
more sex a 
dais, shoul 
tide in Re; 
they believt 
It seeme 
the party's 
the House : 
ate would 
prospects fc 
plans and 
strong laa 
presidential 
But as Li 
mary conte 
month acr 
and cam pa 
earnest for 
tions, the e 
among Rep 
sipated. 
Troubled 


INTERES 


A3 

foi 


in 


By Gwen Rob 


The continv 
Australian • 
lows fuelled 
terd ay tha 
risky - ai 
inevitable - 

rates may r 
mom to del; 

Mr How 
authority t 

any time be< 
memory de 
proposed ar 
runtroversia 
rights bill, i 
tie intends n 
■vi thin tl 

lltbouph ho 

to lo the i 
rev. year. 
The dal 
Misted rej 
iv governtn 
everse its 
round 5? Ui 
cached on 

most point 
Early vest 
sney read 
igh of aboi 
'Hawing tbi 
ng of a 9.30 
ace by Pot 
easurer. ai 
eserve Bor 
:e central 
inounce an 
per cent o 
defend thi 
But the 
ade no cfca 
tlicy. desp 
id unsucc 
are than A 
tee late las 
pport the « 
i'osterday 
rely sires 
anomic fui 
d the doll 
Glared" t 
ady grow; 

3 project! 
is. 

■larkcts. : 


is paints, 
’•ds on Ai 


18 


FINANCIAL TIMES 


WEDNESDAY JUNE 10 19$8 


COMPANIES & FINANCE: THE AMERICAS 



SEMICONDUCTORS PLAN TO BOOST SALES AT LOW-COST END OF THE MARKET 


Intel lowers prices to stay competitive 


By Louise Kehoe 
In San Rancfcco 


Intel has cut prices of many 
of its microprocessor chips 
by 12-32 per cent and 
announced the Introduction 
or several new chips over the 
□ext 12 months. 

Industry analysts said the 
price cuts would boost 
Intel's competitiveness in 
the low-cost end of the per- 
sonal computer market, 
while accelerating sales 
growth in higher-perfor- 
mance PCs. 

Intel has typically lowered 
prices In the middle of each 
financial quarter, enabling 
the PC industry to offer 

higher-performance PCs 
without raising prices. The 
latest cuts reflect an acceler- 
ation of this process, ana- 
lysts said. 

However. Intel said it had 
been able to reduce prices 
because it had achieved 


higher production yields in a 
successful switch to a new 
manufacturing process with 
higher chip densities and 
smaller feature sizes. 

Chips are manufactured 
from silicon wafers, about 10 
Inches in diameter. Each 
wafer typically produces 
hundreds of chips but as 
chip feature sizes shrink, 
more chips fit on each wafer, 
reducing manufacturing 

costs. 

Intel’s biggest price cut 
was on chips designed for 
use in ‘‘basic" or sub-$l,000 
PCs. Prices of these chips, 
called Celeron, were lowered 
by 32 per cent to $106. 

The cut should give Intel a 
stronger position in the 
fast-growing market for low- 
cost PCs, industry analysts 
said. 

The chipmaker also 
reduced prices of its Pen- 
tium n microprocessors by 
12-20 per cent, with prices of 


slower chips being cut more 
than the faster versions. 
These chips, used in higher- 
performance desktop PCs are 
Intel's core microprocessor 
products. 

Intel also revealed plans 
for new. very fast micropro- 
cessors to be introduced next 
year. In the first quarter of 
1999. the company said it 
would launch a chip - 
code-named Tanner - 
designed for use in workstat- 
ions and servers with a clock 
speed of 500MHz. The fastest 

Pentium n chips run at 

400MHz. 

Another 500MHz chip, 
called Katmai, with built-in 
memory and a new instruc- 
tion set that boosts Its 
graphics performance, will 
also be introduced in the 
first quarter of next year. 

Previously, Intel had 
planned the launch of 
Katmai for the second quar- 
ter. 



Cheaper chips: Intel regularly reduces prices fa mid-quarter 


Reynolds sells bulk of 
can-making business 


By KUd Taft 
In Chicago 


Reynolds Metals, the second 
largest aluminium producer 
in the US. is selling most of 
its worldwide can-making 
business to Indiana-based 
Ball Corporation for $746m. 

However the deal excludes 
Reynolds' 34.9 per cent inter- 
est in the South American 
Latas de Alumino (Latasa) 
drinks can business. Other- 
wise the price would have 
been $820m. 

Ball also has the option of 
paying $50m of the purchase 
price in stock. 

Reynolds blamed the 
exclusion of the Latasa stake 
on “difficulties in obtaining 
third-party consents and 
waivers necessary ... in a 


timely manner". However, it 
said it would still try to sell 
the interest, with the 
agreement of Latasa’s other 
shareholders, in the near 
future. 

Ball, meanwhile, con- 
firmed that it would still be 
interested in acquiring the 
stake. Latasa, based in Bra- 
zil. has plants in Argentina, 
Brazil and Chile. 

The agreed main deal - 
which includes 14 drinks can 
plants and two additional 
“end" plants - is still work- 
ing its way through the com- 
petition authorities in the 
US. The companies said they 
stilt hoped to close the deal 
In the second half of the 
year. 

If approved, the deal is 
expected to double Ball's 


share of production capacity 
in the North American can- 
making market to about one- 
third, and give annual sales 
there of about $2.3ba This 
would be a leading share, 
and some analysts warned 
the deal could attract compe- 
tition regulators' interest 
when it was first confirmed 
in April 

Ball, which already has 
interests in Asia, would have 
worldwide production capac- 
ity of about 50bn cans, with 
about 35bn in North Amer- 
ica. 

The disposal forms part of 
a broader restructuring by 
Reynolds, which has serai it 
pull out of a number of “non- 
core" activities in an effort 
to improve profitability and 
pay down debt. 


Warning by Polaroid 


By Hic&ani Waters in New Yoric 


Polaroid, the US instant 
photography company, dis- 
appointed the stock market 
again yesterday with a pro- 
jection that a change in 
inventory practices of US 
retailers would cut *35m 
from its operating profits in 
the latest quarter. 

The company, which has 
already suffered declining 
sales in the face of a stron- 
ger US dollar, said its 
second-quarter revenues 
would be $50m-$60m lower as 
a result. 

Polaroid had warned ear- 
lier in the year that big 
retailers like Wal-Mart and 
Kmart were cutting stock 
levels. leading to a one-off 
decline in their orders. The 


instant camera company 
said yesterday that It had 
now looked in more detail at 
the changing inventory prac- 
tices of 20 or so retailers, and 
decided to take a charge in 
this quarter to reflect the 
expected impact on Its sales. 

According to the company, 
a number of large US retail- 
ers and drug store chains 
have changed their staff 
incentive schemes and now 
reward their buyers on a 
wide range of measures, 
such as inventory levels and 
receivables, rather than sim- 
ply on gross profit margins. 
That had contributed to a 
one-off cut In inventories, it 
added. 

While orders by retailers 
had fallen, sales to ultimate 
customers were broadly 


level with a year ago. the 
company said. 

Polaroid also set aside 
$I0m to cover expected 
losses due to the economic 
turmoil in Russia. Sales 
there had jumped to $200m 
by 1995. but have now fallen 
back to an annual rate of 
about $50m. 

The charges are expected 
to leave earnings in 1998 “in 
the same $2^0 range” as last 
year, Polaroid said. Higher 
sales Bum new products and 
the benefits or a restructur- 
ing would become apparent 
after that said Gary Di Cam- 
illa, chairman, a dding : “We 
are confident that 1999 will 
be one of the company's 
strongest In recent years." 

The shares fell $£ to $39& 
in early trading. 


Altamira star falls to earth 


Edward AJden charts the career of fund manager Frank Mersch 


F rank Mersch wanted to 
be remembered as the 
Peter Lynch of Canada. 
And for half a decade, it 
looked like comparisons to 
the legendary former man- 
ager of Fidelity's Magellan, 
the world's largest and most - 
successful mutual fund, 
would not be inappropriate. 

From 1989 to 1994. Mr 
Mersch, the fund manager 
far Altamira Investment Ser- 
vices. produced such spec- 
tacular returns that the tiny 
mutual fund company 
became a household name. 
In a country where asset 
management had been domi- 
nated by hanks and mutual 
funds with up-front Invest- 
ment charges, Altamira pio- 
neered no-load funds, those 
without investment charges, 
that opened the stock mar- 
ket to small investors. 

Over five years in which 
his flagship Equity Fund 
turned in 30 and 40 per cent 
returns, Mr Mersch became 
the superstar of an Industry 
that has grown from just 
C$24bn in assets In 1990 to 
more than C$320bn 
(US$219bn) today. 

But Mr Mersch’s run came 
to a crashing halt last month 
when he was accused by Che 
Ontario Securities Commis- 
sion of lying about a per- 
sonal investment. He 
resigned in disgrace. 

Hearings begin tomorrow 
before the OSC into allega- 
tion that he lied about a 
small 1993 stock purchase in 
a group that later became 
Diamond Fields Resources, 
which discovered the huge 
Voisey's Bay nickel deposit. 

Mr Mersch's downfall, 
however, began more than 
three years ago when the 
Equity Fund suddenly 
stopped producing marvel- 
lous returns. 


Altamira was set up in 
1987 by the then 33-year-old 
Mr Mersch and two col- 
leagues who mortgaged their 
homes to finance the 
start-up. His philosophy was 
to search out small compa- 
nies. often junior resource 
stocks, that held out promise 
of spectacular returns. 

While widely respected for 
his stock-picking ability, the 
large positions Altamira 
took in small companies 
aroused the interest of 
speculators, helping to drive 


His philosophy 
was to search out 
small companies 
that held out 
promise of 
spectacular 
returns 


up stock prices^ " ‘ 

In 1989, the Equity Fund' 
earned a 48 per cent return, 
more than double the 
Toronto Stock Exchange 
index. In 1901, the rise was 
35 per rent, three times the 
index. 

“He was just at the top of 
the heap year after year," 
says Rob Bell, president of 
Bell Charts, a mutual fund 
informatioo service. As a 
result, money began to pour 
in. In 1992 alone the fund 
grew sixfold to C$375m- 
Between 1993 and 1994 it 
rose from C$600m to C$1. 7b n. 

Mr Mersch became a 
media star, and as a com- , 
pany that relied on direct 
marketing to the public, that 
exposure was crucial. The 


first taste many Canadians 
had of a mutual fund outside 
the hawks was through Alta- 
mira, says Steve Kan gas, 
vice-president of external 
mutual funds at Canada 
Trust 

But a strategy that worked 
well in a C$i00m fund was 
not so effective in a fond 
with C$2bn. While it was 
possible to find a handful of 
junior resource stocks that 
would produce large returns, 
there simply were not 
enough of them to sustain a 
multi-billion dollar fund. 

At the same tune, Mr 
Mersch made bad cans on 
larger stocks, moving oat of 
bank stocks and into gold 
stocks in 1996, just as the 
hanks were heading up and 
gold was going down. 

As the fund underper- 
formed the TSE index after 
1994, enthusiasm for Alta- 
mira waned- From GpLBbn 
in assets in 1996. Equity 
Fund has shrunk to C$L9bn. 

One of the weaknesses of 
no-load funds also became 
apparent: while they were 
easy to get into, ‘they-wiere 
also costleffi’for "Investors to 

dump 


B ut Mr Mersch’s legacy is 
likely to endure. Cana- 
da's banks, worried by 
the loss of personal deposits 
into mutual funds, have 
moved aggressively into the 
no-load business. The indus- 
try has also become much 
more aggressive. 

With Canada's interest 
rates remaining low. most 
small investors don't know 
where else to put their 
money. In March, retirement 
fund season, more than 
C$9bn poured into mutual 
funds, making it the most 
lucrative month yet for Can- 
ada's fund companies. 


news digest 

broadcasting 

WIC rejects C$200m 
radio stations offer 



WIC Western Intematnnal mf Connrto, 

broafcasle,, yesterday rejected a CSSOOm (USS13rm> oHer 
rSst Eacquire WIC's ^**^ ™* **£? 

Commute**™. 

^r^Sforadder. CanWwt owns 46 per cent of WIC 
Shew controls 48 per cent rtWIC 
££* SE -d 49.9 p-e* * • 
teavlna neither company in a position to control wic. 

cSSJSS-ioh freest 

stations made its offer for WIC's 12 radm steftonsrfter Shaw 
tSSS ^agreement to acquire WlC’sradto ^setefor 
SSmevanTanother company outbid Shaw for control of 

^John Lacey. WIC's chief executive, said his eomro muld 
a radio “duopoly- either by acquiring radto^a- 
tions In key markets or through a joint vertturewim a partner 
that already owns radio assets in toose m3rkete, ^l^c ay 
said a duopoly would enhance the value erf WIC s poorly per- 
forming radio stations. In additonto 
in Alberta, Shaw owns radio stations and controls several 
speciality TV channels. Scott Morrison. Toronto 
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Moore warns of losses 


Moore, the ailing business toons manufacturer, said it would 
record a second-quarter operating loss due to lower volumes, 
high costs, seasonal weakness and extraordinary charges. 
The company would not reveal its estimate of the loss, but 
said projections were based on results of the first six weeks 

of the quarter. . „ 

The company has been hit hard by sagging North American 
sales. Moore's forms and labels operations have suffered m 
recent years as It attempted to diversify Its product base. 
Moore's profits fell almost 65 per cent in 1997 to USSSSm on 
revenue of US$2.6bn. The company has announced it will sell 
off Its European operations. Ed Tyler, Moore's recently 
appointed chief executive, is scheduled in late July to unvefl a 
comprehensive restructuring plan to curtail costs, improve 
efficiencies aid enhance growth opportunities. Restructuring 
charges are expected to be significant, the company said. 
Moore reported first quarter net earnings of US$5m and oper- 
ating Income of US$9m, compared with earnings of US$32m 
on operating income of US$35m last time. The company had 
operating income in the second quarter last year of US$22m. 
Scott Morrison 
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ENGINEERING 


Eaton to buy Polish business 


Eaton Corporation, the Cleveland-based engineering group 
which sells to the construction, vehicle and semiconductor 
industries, said yesterday that it was buying Fabry ka Przak- 
landi Samochodowych, a truck transmission business based 
in Poland's Gdansk. No purchase price was announced but 
Eaton said that the Polish company had annual sales of about 
520m and employed 900 people. It is said to be the largest 
maker of truck, bus and van transmissions in Poland. Eaton, 
which has carried out a series of deals on the truck compo- 
nents side recently, said that the purchase “gives us access 
to the expanding. Ebst European marker. Nikki Tail, Chicago 
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INFORMATION TECHNOLOGY 


Compaq and A0L in alliance 


Compaq Computer and America Online have entered a multi- 
year agreement to feature AOL on all Compaq's Presario 
desktop internet personal computers and to support AOL 
members through Compaq's new Easy Access Internet Key- 
board. Under the agreement buyers of Presario desktop 
internet PCs will find an AOL icon displayed on the first 
screen, the companies said. 

Digital Equipment also said that its Atta Vista Sean* Bite 
had been selected by Compaq as a default search engine in 
the new line of Presario desktop PCs. A new button on the 
Easy Access internet Keyboard takes users directly to the 
front page of the Alta Vista Search site, Digital said. Compaq 
also said it had entered Into a four-year internet access pact 
with GTE to offer dial-up internet access to ail Presario PC 
users. Reuters, Houston 
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INCLUDES A NEW RANKING OF FT 500 COMPANIES 
BY TOTAL SHAREHOLDER VALUE 


FT 


FINANCIAL TIMES 
Fanner 


Q: Who benefits from Shareholder value? 
A: Shareholders, employees and customers 
How can your company benefit? 


Shareholder Value, a management report from FT Finance, presents the issues around shareholder value 
techniques objectively in dear, n on-technical language. The report explains how shareholder value can: 


increase your company's competitiveness in today's global markets 

1 enable you to appraise corporate performance, set renumeration packages for managers and analyse 
strategic options 

provide a financial measure of your management methods 


Shareholder value has benefited companies like Coca-Cola, Disney, Boots and 1CL 
Order this report now to find out how shareholder value can benefit you! 
Published July 1 997 Price £395/USS 670 


Includes illustrations from Daimler Benz, Boots and Lloyds T5B 


FT finance Maple House 149 Tottenham Court Road, London W1 P 9LL, UK. 


ORDER THIS ESSENTIAL REPORT NOW 
Return Address: Customer Services, FT Finance. 
Maple House, 149 Tottenham Court Road, 
London W1P 9LL, UK. 

Tel +44(0)171 896 2294 
Fax +44(0)171 896 2274 


HOWTO MY 

Please debit my craft card 

□ Visa a Mastercard GAmex □ Dinas 


22526M 


CanDta 


II 


J-J. 


Name 




Ixjny PateL-lL l/TTj 

C l end«P 3 ttaaquo mada payable M H finance 
fertile sum of UUSS . 


Company 
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□ Ptoxe invoice ow far the fuflras (to be idled In £ Storting} 
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FT BiBJness Uri. Negtaerad Office: Maple Houwt 149 Tottenham 


The mhinnaiion you provide niU be hdd on our daGbase and nurbeuiad to keep Court Road, UBxJa>VflP9LL UK. 

you Mamed of our and ourasmeiami companies' products and far ufecmHhird Regseredir England and Wales. Nundw 

pany matings 


A wide range of 
newly qualified and junior 


Accountancy Positions 


#! 


appear every Monday in the UK edition 
and every Friday in the international edition. 


For more information, please call: 
Effie White on 
Tel:+44 171 873 3456 
Fax:+44 171 873 4331 
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1153500,000,000 
Floating rate notes 

September 1999 


Abrtce is hereby' given that 
the notes tall bear iruerrst 
at 5.6875% peraimm from 
10 June 1398 to 10 September 
1998. Interest payable on i0 
September 1998 wiM amount 
toUSSN.53perU5Sl.000 
note, USS145.35 per 
USS 10,000 note and 
USSt.4S3.47 per USSltXJ.000 
note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 


CREDIT LOCAL DE FRANCE 
PRF 500 000 000 REVERSE 
FLOATER BONDS DDE 2000 

ISM CODE :3£S004735K72 


fo Ihc period June 08, 1998 
to December 07. 1998 tbe new rate 
fau been fixed ai 8.84064 S PJL 
Next payment datt : 
December 07. 1998 
Coupon ar:9 
Amount: 

HIF 446.94 for ihe 
tieuornmatiffli of BIFID 000 
FRF 4 469.43 for *e 
ticrwtttmatica of FRF 100000 


THE PR UCffA l. PAYING ACgHT 
SOOHTIiCKNERALK 

BAiwanasrsA. 
1 MAAYXNUE EMILE KEUTOt 
LUXEMBOURG 


Standard ^Chartered 


Standard Chartered PLC 

Ooco^aratad with Bmfted itaMity in England) 

US $400,000,000 

Undated Primary Capital Floating Rate Notes 
(Series 3) 

, pravisioris of the Notes, notice is 


Wfest Merchant Bank Limited 
Agent Bank 
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AS of these securities having been so/d, this advertisement appears as a matter of record only. 


$ 1 , 040 , 175,000 

Heller Financial 


38,525,000 Shares 
Class A Common Stock 

(par value $0.25 per share) 


^’ ::u of losses 


Goldman Sachs International 
BT Alex. Brown 

International 

Credit Lyonnais 
HSBC Investment Banking 


3,852,500 Shares 

77*5 portion of the offering was offeree/ outafe the Untied States by the undersigned. 


Lehman Brothers 


Deutsche Morgan Grenfell 


RBC Dominion Securities Inc. 


J.P. Morgan Securities Ltd. 
Merrill Lynch International 

Fuji international Finance PLC 


»• i ■ *»; e 


i * »■.: !i”> Polish tes 


Goldman, Sachs & Co. 
BT Alex. Brown 

Incorporated 


34,672,500 Shares 

Thlspoftianof the offering was otfensd In the Untied States by the unders&ted 


Lehman Brothers 


ABN AMRO Incorporated 

t 

Credit Suisse First Boston 
William Blair & Company 
Ormes Capital Markets, Inc. 

June 1998 ::' ; : o.--.- 


BancAmerica Robertson Stephens Cl 
Morgan Stanley Dean Witter 


Chase Securities Inc. 


J.P. Morgan & Co. 


Robert W. Baird & Co. 

Incorporated 

Scotia Capital Markets (USA) Inc. 


Merrill Lynch & Co. 

Credit Lyonnais Securities (USA) Inc. 
NationsBanc Montgomery Securities LLC 
Chatsworth Securities LLC 
Wheat First Union 

A Division of Wheat First Securities, Inc. 


i*nd A3L:n:-- 





Cazenove & Co. 
Credit Suisse First Boston 
Nomura International 


At of Ihese securities having been sold, ihis advertisement appears as a matter of record only 

$ 923 , 194,788 

AV 

AMVESCAP PLC 

84,51 0,691 Ordinary Shares 

(par value 25 pence per share) 

in the form of Ordinary Shares or American Depositary Shares 

(£6.70 per Ordinary Share) 

Offer Price $54.62 per American Depositary Share 

Each American Depositary Share represents five Ordinary Shares. 


Global Coordinator 

Goldman, Sachs & Co. 

38,028,910 Ordinary Shares 

This portion of the offering was offered outside the Untied States by the undersigned. 

Goldman Sachs International 
Merrill Lynch International 

Oresdner Kleinwort Benson 
Schraders 

46,481,781 Ordinary Shares 

This portion of the offering was offered In the United States by the undersigned. 


SBC Warburg Dillon Read 

HSBC Investment Banking 


Goldman, Sachs & Co. 
PaineWebber Incorporated 
BT Alex. Brown 

Incorporated ... A _. 

Putnam, Lovell, de Guardiola & Thornton 
Leap Mason Wood WaJRer 

incorporated 

June 1998 


Merrill Lynch & Co. 


CIBC Oppenheimer 


Salomon Smith Barney 
Schroder & Co. Inc. 
NationsBanc Montgomery Securities LLC 
Sanford C. Bernstein & Co., Inc. 
Neuberger & Berman, LLC 
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COMPANIES & FINANCE: ASIA-PACIFIC 


INVESTMENT PRUDENTIAL ASIA AND FIRST EASTERN AIM TO BENEFIT FROM LOW VALUATIONS 


Asia funds target crisis-hit companies 


By Louise Loess and Peter 
Mofltagnoa in Kong Kong 

Two Investment funds for 
Asia were launched yester- 
day with the aim of benefit- 
ing from present low market 
valuations in the wake of the 
regional crisis. 

Prudential Asia Invest- 
ments, the Asian investment 
■mri institutional fond man- 
agement arm of Prudential 
Insurance, of the US, has 
raised $54&5m for a private 
equity ftrnd. 

The funds raised are 
higher than the 9400m tar- 
geted, which Prudential Asia 
attributed to investors' 
demand for more realistic 


valuations currently avail- 
able in Asia. 

First Eastern Investment, 
the Hong Kong group with 
extensive direct investment 
interests in China, has 
joined with former execu- 
tives of Boston Consulting 
Group to launch a 9300m pri- 
vate equity fund targeted at 
the distressed economies of 
south-east Asia. 

The Navis Asia Fund joins 
a growing List of ventures 
aiming to benefit from pres- 
ent low market valuations to 
take stakes in regional com- 
panies whose owners are 
stretched by the debt crisis. 

Other companies, includ- 
ing Jardine Fleming, the 


Hong Kong-based regional 
investment bank, have pin- 
pointed private equity as a 
growth area in the wake of 
the crisis* 

Refinancing through pri- 
vate equity - rather than via 
the public capital markets - 
Is expected to become an 
increasingly popular option 
for smaller companies. 

Despite the proliferation of 
such funds, few deals have 
been struck because owners 
are reluctant to sell at low 
prices and many family- 

controlled firms are reluc- 
tant to cede control. 

However, Victor Chu, First 
Eastern Chairman, said his 
group's connections in China 


might enable the fund to 
acquire and restructure 
some mainland interests of 
overseas Chinese struggling 
in countries such as Thai- 
land. Malaysia and Indon- 
esia. Such entrepreneurs 
would be ceding control of 
businesses outside their 
home turf, so it would not be 
like awning the crown jewels, 
he said. 

Among overseas Chinese- 
owned companies scaling 
back their Chinese invest- 
ments Is the Charoen Pot- 
phand group of Thailand, 
which recently sold its local 
supermarket chain, to Tesco, 
the UK retailer. 

Mr Chu said his fund 


aimed to introduce pro- 
active management tech- 
niques to help the busi- 
nesses acquired to restruc- 
ture. First Eastern also plans 
to launch a fund later this 
month to invest in Thai- 
listed securities. 

The Prudential fund will 
invest throughout Asia, but 
expects its first Investments 
to concentrate on Hong 
Kong and Singapore, where 
it says there is greater trans- 
parency and sounder finan- 
cial systems, and Thailand, 
which is seen as implement- 
ing necessary reforms. 

"It's giving us a war chest 
we need to tackle opportuni- 
ties we see in this part of the 


world going forward,” said 
Michael Kwee, chairman and 
chief executive of Prudential 
Asset Management Asia. 

“We have a sense now that 
there are relative values in 
this region. Not all econo- 
mies have gone down by the 
sam e percentages and there- 
fore we are looking for com- 
panies that represent better 
value, not only in that par- 
ticular country but com- 
pared with surrounding 
economies." 

Prudential Asset Manage- 
ment Asia has previously 
launched two private equity 
funds, providing almost 
$7D0m of investments In 89 
Asian companies. 


LTCB sends shivers down 
Japanese market’s spine 

Plunging share price has aroused fears the bank might be the 
next casualty in an ailing financial sector, writes Gillian Tett 


Japanese long-tenn craft banks 
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C ould Long-Term Credit 
Bank be the next flash- 
point for Japan's ailing 
finan cial system? That was 
the question hanging over 
the Tokyo stock market yes- 
terday as, amid a wave of 
market rumours, LTCB’s 
share price plunged Y41 in 
morning trading to touch 
Y140 before closing at Y167, 
with 29m shares traded. 

LTCB said the gyration 
simply reflected “groundless 
speculation”. The bank has 
already sued Gendai, the 
Japanese magazine which 
claim ed last week that the 
bank faced a liquidity 
squeeze, and has also threat- 
ened to report any traders 
spreading “false rumours” to 
the Tokyo stock exchange. 

Musami Suda, LTCB dep- 
uty president, yesterday 
called a press conference to 
deny any financial problems, 
but to western onlookers 
such comments recall the 
turmoil of last November, 
when three large Japanese 
financial institutions col- 
lapsed- Consequently, some 
investors worry that Japan's 
banking sector could be 
beading for more turbulence. 


LTCB's health carries 
important implications for 
the tactics that western 
banks are using to enter 
Japan's financial markets. 
The Japanese bank's innova- 
tive alliance with Swiss 
Bank Corporation, 
announced last summer, 
incorporated three joint ven- 
tures. in asset management, 
investment hanking and pri- 
vate banking. It also 
included a l per cent cross- 
shareholding - the first 
between a Japanese and non- 
Japanese bank. 

Other western banks have 
followed suit. Travelers, the 
US financial services group, 
announced last week it 
would take a 25 per cent 
stake in Nikko Securities, 
Japan's third largest broker, 
and create an investment- 
banking joint venture simi- 
lar to the SBC-LTCB alli- 
ance. 

Such moves could give 
western bankers rapid 
access to Japanese markets, 
but they also create a chal- 
lenge: how to manage any 
liability for Japanese part- 
ners’ problems. As one west- 
ern banker says: “This issue 


has not really been tested 
yet . . . but everyone is 
watching to see what SBC 
will do.” 

In practice, SBC - which- 
is merging with Union Bank 
of Switzerland - appears 
unlikely to act for the 
moment Its equity exposure 
to LTCB is only about 830m, 
and management believes It 
has no obligation to rescue 
the Japanese bank. Further- 
more, the Swiss bank has 
little desire to become sad- 
dled with the low-margin 
parts of LTCB's business 
that lie outside the joint 
venture. 


H 


owever, since the 
investment banking 
and asset management 
arms are already in opera- 
tion, it is highly unlikely to 
withdraw from them. Indeed, 
recent events may simply 
play into SBCs hands. 

The joint ventures, for 
example, were originally 
billed as “equal partner- 
ships”, but SBC’s Influence 
has been growing: UBS and 
SBC staff now hold most key 
positions in the investment 
hank joint venture. Further 


problems at LTCB might 
allow the Swiss bank to 
“cherry-pick” LTCB's best 
staff. 

If SBC does not want to 
“rescue” LTCB, the spotlight 
will turn to the Ministry of 
Finance and the ruling Lib- 
eral Democratic party. This 
highlights the second reason 
why LTCB might prove an 
interesting test case: it could 
shed light on the govern- 
ment's own ambiguous pol- 
icy stance. 

When the turmoil erupted 
last November, the govern- 
ment initially appeared to 
have accepted the idea of let- 
ting weak banks and brokers 
faff. Since then, there has 
been an about-turn. Earlier 
this year. YLSOObn ($l2Jbn) 
of capital was injected into 
the 16 largest banks, both 
strong and weak. 

Some senior LDP figures 
have recently hinted they 
may push for more consoli- 
dation after parliamentary 
elections in July. This has 
prompted fresh concerns 
about the “weak” bank 
stocks. 

Is LTCB one of the weak - 
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banks? At first glance, it 
does not appear so. It 
recorded a Y2S2.7bn pre-tax 
loss in 1997, after writing off 
more than Y600bn of its 
Yl,378bn problem loans. Its 
management is more innova- 
tive than most and has 
already embarked on some 
restructuring. But it is 
heavily exposed to the con- 
struction sector. 

W hat alarms the mar- 
ket is that LTCB's 
“rump” business out- 
side the SBC joint venture 
appears un attr a c t iv e. This is 
concentrated around 
long-term corporate lending 
and is likely to suffer under 
“Big Bang” deregulation. 

LTCB is also vulnerable to 
a funding squeeze. Like 
other long-term credit banks, 
it raises funds by issuing 
debentures to small compa- 
nies and insurance groups. If 
these dry up, the bank could 
face cash flow problems. 

A collapse of LTCB could 
spark renewed fears about 
the health of the banking 
sector in general. The most 
obvious impact would. be in- 
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the re-emergence of the 
“Japanese premium” which 
hit Japanese hanks in late 
1997. At one stage, all. Japa- 
nese hanks were paying up 
to half a percentage' point 
above the London interbank 
offered rate, the rate at 
which h anks lend to each 
other. 

“LTCB is not a big player 
in Europe, but neither was 
Sanyo Securities [which 
went bankrupt last Octo- 
ber],” said one banker in 
London. 

LTCB vehemently denies 
it has a cash flow problem, 
but market unease could 
take some time to disappear. 
Brian Waterhouse, or HSBC 
Securities, says: “Nothing 
that you could call hard fact 
has emerged about LTCB in 
recent days. But tire danger 
is that when rumours fly 
around, they can become 

■.frif-f nHfiling .-". 



Republic National B ank of New York 


Republic N ational Bank of New York is pleased to announce that the Central 
Bank of the Russian Federation has granted Republic's wholly owned 
subsidiary. Republic National Bank of New York (RR) (“Republic 
Moscow"), an authorized dealer license to open 

S- accounts for foreign investors 

Additionally, through itsU.K. affiliate. Republic New York(U.£L) Limited, 
Republic is offering to sophisticated investors the opportunity to invest, 
through its S-account with Republic Moscow, in Ministry of Finance of 
the Russian Federation Zero Coupon Treasury Bills (“GKOs' 4 ) which are 
denominated in Russian rubles and are cleared and settled through the 
Central Bank of Russia and the Moscow Interbank Currency Kxdhange. 

For further information, please contact: 


In Moscow 
Mr. Guy Bouaziz 


In London 

Mr. Cesar Manent 


or 


or 


Mr. Maxim Gulevich. 
7.095.721.1577 


Mr. Michael Pratt 
44.171.860.3321 


Nrw York- Gent-vo * London • Beijing • Bonn' Brwrir HiU. ■ 8unm Ahn»- CnimraTabiidB-Cnpcnh^en - Encinc ■ Gibraltar - Guenary 
Hang Kang - Jakarta* to. Anpdw- Lnpino * Luxembourg - Manila • .VexiM Qtv • Miami " MiUn ■ Monte Carlo ■ Montevideo ■ Montreal 
Mfwtm • Nmmd ■ Pari* • Punta Art Eite ■ Bio dr Janeiro • Santiago * Sao Paolo • Singapore * Sydney -Taipei • Tel Aw • Tokyo • Toronto • Zurich 
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Electricity company 
reassures investors 

SEXES'^ «£***£ ft ’ anc “ *’ 

££ withl^iemens and other 
Suharto as equity partners- 

Mr Dfrteng tdd the Financial Times he wanted torane^JOr 
ate terra With independent power ^ 

annulled contract was an exception, asrt was a tocal pur 
chase contract that PLN had been forced to extend. 

"We want to meet them and talk." he said, mentioninp Sie- 
mens, PowerGen, Mission Energy. 

Equity. "But of course we have to appreciate the 
Mr Dfrteng said PLN would make a net^ 0 fR^6Wbn 
this year even if it received another Rp2,300bn government 
subsidy and the rupiah stabilised at RpS.OOO to the dollar. 

The subsidy Is far from guaranteed and the rupiah hovers 
around Rp11.CXI0-Rp12.CXX). 

PLN also faces falling demand, with current output 10 per- 
cent below last year's peak and 34 per cent betow installed 
capacity. Mr Dfrteng said transmission lines for ® 

$2.6bn power plant of Mission Energy. General Electee and 
Mitsui that is coming on line this year, would not be ready tor 

another year. . 

PLN has stopped paying interest and principal to the World 
Bank and other lenders, which are a larger cost factor than 
the Independent power projects, according to Mr Djiteng. 

He assured Siemens, PowerGen and their partner, a son of 
Mr Suharto, that their $1.7bn contract with PLN tor the Paiton 
li power plant was safe but reiterated his criticism that the 
negotiations and contract terms lacked transparency. 

Sander Thoenes, Jakarta 

PHILIPPINES 

Ultimatum for striking pilots 

Philippine Airlines, the strike-hit carrier, yesterday gave Its 
pilots a new ultimatum to return to work as it threatened to 
dose its operations altogether. 

Jose Antonio, PAL president, said the airline was giving its 
pilots one last chance to return to work, to accommodate the 
wishes of the Philippine government which had urged both 
sides to keep talking. If they failed to return, the PAL board 
would review its options. "They {the board] might even con- 
sider closing operations because there Is no way to continue 
to operate without the pitots," said Mr Antonia 
Some 620 PAL pilots on Sunday ignored an ultimatum to 
return to work. They then defied a government order to 
resume work on Monday. The pilots went on strike last Fri- 
day, stranding thousands of passengers. On the fifth day of 
the strike, PAL said 60 per cent of its domestic and interna- 
tional flights were cancelled. 

The pilots and PAL have been in dispute since 1997 over 
the airline's policy to retire 200 pilots. The government hojds , 
33 per cent of PAL The strike is costing the airline $4m-$5m ' 
-thday. It said.-AbbjhTarvManila 
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^! S i J RE B1D p 0R £1 -8BN COULD BE MADE AN D PROVIDE BRIERUEY WITH AN EXIT FROM ITS 46% STAKE I N THE HOTELIER 

Thistle Hotels receives approaches 


By Andrew Ed gedjffe- Johnson 

Thistle Hotels has received 
up to half a dozen approach- 
es which could lead to a 
£l-8bn ($295bn) bid from a 
US or UK group and provide 
Brierley Investments with 
an exit from one of its most 
disappointing investments. 

Thistle’s shares, which 
were floated in October 
at 170p, jumped 37p to 23T/ a p 
yesterday after the company 
said it had “received 
approaches from third par- 
ties which may or may not 
lead to an offer” for the com- 
pany. 

At least two of the bidders 
have approached Brierley, 


the New tMbnii investment 
group which owns 48 per 
cent of the UK hotelier, to 
discuss the possibility of a 
bid. The price rise valued 
Thistle’s shares at £L45bn, 
on top of which a bidder 
would have to pick up about 
9350m of debt. 

Rodney Price, Thistle's 
chairman, said “several" 
approaches had come from 
other hotel groups and finan- 
cial buyers from the UK and 
the US. 

It is believed that Stalds. 
the UK hotelier. anR a num- 
ber of US real estate invest- 
ment trusts are among the 
potential bidders, attracted 
by Thistle's 24 London 


hotels. These form a quarter 
of its portfolio, but 
accounted for two-thirds of 
last year’s S8lm pre-tax 
profit. Thistle had earlier 
put 30 regional hotels up for 


Analysts said it would be 
difficult for Stalds to buy 
Thistle without a financial 
partner, and pointed to its 
alliance with Strategic Hotel 
Capital, a Chicago-based real 
estate group. The two com- 
panies joined forces in 
March to invest in four-star 
hotels in UK cities. 

Speculation that Ladbrake 
and Bass may also be inter- 
ested was dismissed by some 
analysts, but Ladbroke’s 


shares rose l9*Ap to 355p. 

The approaches come at a 
difficalt time for the man- 
agement of Brierley and 
Thistle. Thistle's chief execu- 
tive, Ian Burke, arrived from 
Holiday Inns in April, and 
Andrew Bould of Queens 
Moat Houses is not due to 
take over as chief operating 
officer until September. 

Brierley's chairman. Bob 
Matthews, and chief execu- 
tive, Paul Collins, left in 
April after a disappointing 
performance by the com- 
pany, and Mr Price stepped 
down from Brierley’s board 
although he remains as a 
consultant 

It is understood that the 


Brierley board changes have 
left it more disposed towards 
a sale of its stake, and that 
the group views a bid as its 
only likely exit. Mr Price 
said, however “Brierley is 
certainly not going to do 
anything now that is silly. It 
is a very asset in 

terms of the wellbeing of 
Brierley." 

Two Singaporean govern- 
ment agencies control 
another 19 per cent of This- 
tle. 

The hotels company is 
being advised by Greenhfll. 
the New York corporate 
finance advisory firm. 
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Metering curbs Severn Trent 


By Vkgtafa Marsh 

Severn Trent said yesterday 
revenues from its core water 
business would be held back 
for some time by an increase 
in metered customers and 
conservation efforts by 
industrial users. 

“Domestic metering is 
really taking off.” said Brian 
Duckworth, managing direc- 
tor of Severn Trent Water, 
the water and sewerage 
operation. “The fear of 
metering that people had a 
Tew years ago has com- 
pletely disappeared.” 

About 14 per cent of Sev- 
ern’s domestic customers 
had meters, with the number 
increasing by about 55,000 a 
year, close to 2 per cent. 
Metering usually leads to. 
lower charges as bills for 
owners of expensive homes 
are based on water consump- 
tion. not rateable value. 

The group also unveiled 
pre-tax profits up 2 per cent 
at £374m <$613m) - £367m 
after exceptional - while 
turnover was up 3 per cent 
at £l_25tm (f.l.2lhn). 

However, there was disap- 
pointment at the dividend 
and the shares fell 47p to 
SSBKp. Like United Utilities, 
Severn said it would delay 
payment of its final dividend 
Of 24.37P (22.16p) until 
advance corporation tax was 
abolished next ApriL 

Analysts said the . group 

wished -to maintain financial 



Richard beland, chairman, (left) and Vic Cocker, chief executive 


firepower to bid for a minor- 
ity stake in Berliner Wasser 
Betreibe, the Berlin water 
utility which the city plans 
to privatise. 

Mr Duckworth said Severn 
- which may bid with a Ger- 
man partner - also hoped to 
win 100 per cent of the utili- 
ty’s operating contract 
• Wessex Water is still 
interested in buying out its 
waste disposal joint venture 
partner, but does not expect 
to find out if it can do so 
until the US company com- 


plete’s a merger in the 
autumn, writes Susanna 
Voyle. 

The Bristol-based water 
company is keen to increase 
profits from outside its regu- 
lated businesses before the 
2000 price review by Ofwat, 
the industry regulator. 

Announcing a 6 per cent 
irtrqygqp in o perating profits 
to £ 1373m ($226m), Nicholas 
Hood, chairman, denied that 
waiting for news from Waste 
Management, its US partner, 
was stopping Jt from return- 


FergusWBoe 

ing money to shareholders. 

Analysts said UK Waste, 
Wessex’s 50:50 joint venture 
and its main non-regulated 
business, h»d had a disap- 
pointing year with profits 
falling about 10 per cent to 
£22.1m. WMI is merging its 
business into USA Waste, its 
smaller rivaL 

Mr Hood said that when 
that was completed Wessex 
would get clearer signals 
about whether WMI was 
interested in selling its 
stake. 


BTP benefits 
from growth in 
Viagra demand 


By Reger Taytor 

BTP, the chemicals group, 
yesterday said it was having 
to expand capacity to cope 
with the rapid growth in 
demand for Viagra, Pfizer’s 
new male impotence pilL 

The company, which is the 
sole manufacturer of one of 
the key ingredients in the 
top-selling drug, said Viagra 
was just one of a number of 
new pharmaceutical projects 
which the company was 
involved with and which 
were expected to drive prof- 
its growth in the coming 
year. 

The comments camp as the 
company revealed pre-tax 
profits down from £48. 2m 
(5794m) to £43-4m. The figure 
this year was dented by a 
£93m exceptional loss cm the 
£S8m sale of the adhesives 
and textile coatings division. 
Excluding this, underlying 
profits rose 10 per cent to 
£SL2m Ob sales up 8 per cent 
at £438. 8m (£40L5m). 

Steve Hannam, chief exec- 
utive. said the company 
would look to buy more 
operations in fine chemicals 
following its £53.Gm acquisi- 
tion in May of Hexachimie, 


formerly part of Bristol- 
Myers Squibb, the health- 
care group. This has left the 
group with gearing of 35 per 
cent, allowing room for fur- 
ther expansion. 

He said the acquisition 
had helped BTP avoid a 
capacity bottleneck follow- 
ing the launch of Viagra 
when the company was also 
preparing for the launch of a 
number of other drugs for 
which BTP supplies ingredi- 
ents. 

He added that the leather 
chemicals and biocides 
operations provided cash 
anrt resilience to balance th e 
more volatile and invest- 
ment-hungry fine chemicals 
division. 

Earnings per share were 
I2.88p (20-25p) after excep- 
tional and 22.26p before. 
The dividend rises 4 per cent 
to VL22p with a firm] pay- 
ment of 8.02p. The shares 
closed up 6’/sp at 535%p. 

The Viagra publicity has 
focused attention on BTP’s 
success in the high-margin 
high-growth market for 
pharmaceutical intermedi- 
ates and agrochemicals, dou- 
bling the share price In the 
process. 


COMMENT 


Air traffic control 


Just how “crazy” is the UK’s Labour government prepared 
to be? The fear is, not enough. Privatisation of the National 
Air Traffic Service (Nats), dubbed crazy by Labour" In opposi- 
tion. has popped back on to the agenda. This is to be 
welcomed. Nats is champing at the bit of public spending 
borrowing requirement, its investment programme is large: 
some £100m a year for information technology, radar 
systems and infrastructure. If it could tap the capital mar- 
kets. it could easily service both ongoing Investment needs 
and larger capita] items. After all. as a monopoly whose 
revenues come from charges levied on airlines, this is a very' 
low-risk business, which earns good margins and boasts 
strong cash flow. 

Privatisation would improve Nats' finances, allowing it to 
service its debt In more imaginative ways than a hefty 
annual repayment to government True. Nats has made use 
of the private finance initiative for a new control system. 
But these are high-tech investments, not bridges or hospitals 
- and the usual PFI financing, which locks Nate into a 
supplier for several years, is hardly ideal given rapid 
chan ges in technology. 

Unfortunately, the government appears to be veering to 
yet more “third-way” rhetoric as the solution. One idea is to 
turn Nats into a not-for-profit corporation, channeling any 
financial surplus into improving services. But privatisation 
accompanied by tough regulation would also achieve this. 
By introducing the profit motive, it might even inrentivisp 
management. Now that would be crazy. 

Radio UK 

Now that venture capital groups - and the odd tabloid 
editor - are getting into radio, is it now time Tor other 
investors to get out? Radio assets have changed hands at 
dizzying multiples lately: Emap paid seven times historic 
sales for Melody Radio. Perhaps the larger radio groups can 
indeed secure big enough savings from integrating their 
acquisitions into national advertising networks. 

But these are among the most operationally geared busi- 
nesses in the sector. In the last recession, margins in many 
radio companies halved in two years. Piling a highly lever- 
aged financing structure on to these types of businesses 
looks risky, especially as many expect a slowdown in the 
rate of advertising growth around the comer. 


Corporate Services 
enters US market 


By Robert Wright 


Corporate Services Group, 
the recruitment services 
company, is to move into the 
US recruitment market with 
the acquisition for $250m of 
Corestaff. a group of subsid- 
iaries of Metamor World- 
wide, which is quoted on 
Nasdaq. 

Jeffrey Fowler, executive 
chairman of Corporate Ser- 
vices. said be was pleased 
with the price being asked 
for Corestaff, which made 
operating profits of $28m in 
1997 on sales of $478m. 


The multiple of about nine 
times earnings is less than 
half the 20 times earnings 
fetched by some US recruit- 
ment companies. 

The acquisition will' be,' 1 , 
funded by a placing intended 
to raise £l30m (£U3m) before 
expenses. There will also be 
an issue of convertible loan 
notes to raise £60m. 

-The company operates out 
of three offices in Spain and 
85 in France, as well as the 
UK. Its shares rose 22'Ap to 
260Yip. The share issue will 
increase the number or its 
shares by a quarter. 


Vultures gather for Lonrho's offspring 


Andrew Edgecliffe-Johnson looks at the opportunities the 
demerged African interests could offer the gathering predators 


T hat a group of possible 
predators for Lonrho 
Africa should have bro- 
ken cover just a month after 
the group gained its indepen- 
dence from its parent com- 
pany has surprised few ana- 
lysts. 

However, despite interest ' 
from associates of George 
Soros, the high-profile inves- 
tor, and others the vultures 
may not find it easy to pick 
off their targets. 

In theory the timing could 
not be better for anybody 
contemplating a bid for the 
odd collection of sub-Saha- 
ran motor dealerships, brew- 
eries and game lodges. 

First, even the company’s 
management concedes that 
the timing of its demerger 
from Lonrho was awkward., 
Lonrho Africa’s operating 
profits are expected to fall 
from £42m to less than £30m 
(J49m) this year, depending 
an currency movements. 

Thursday's interim results 
will confirm that profits 
have been buffeted by El 
Niflo, which destroyed crops 
and roads; by currency 
devaluations In its 14 mar- 
kets; and by political unrest 
in Kenya and Zimbabwe. 
The death of General Sard 
Abaeha, Nigeria’s military 
leader, could herald farther 
political uncertainty. 

Second, London investors 
have so far been cautious of 
investing in what many per- 
ceive as a conglomerate trad- 
ing in a risky continent. 


RESULTS 


Lonrho Africa came to the 
market with a price tag of 
just £l33m - despite a net 
asset value of £l90m-£20Qm. 
Its shares fell further, from 
85p to as little as 73p. as 
some Lonrho shareholders, 
such as dedicated mining 
funds, could not invest in an 
African trading group. 

“I don’t think Lonrho 
Africa will last more than 
three months,” one South 
African analyst said at the 
flotation, adding that bidders 
should strike soon because 
the group received a £48m 
"silver spoon” from Lonrho 
at the demerger to pay off 
expensive local debts. 

Such factors might seem a 
brew as potent as Lonrho 
Africa's maize beer for any- 
body plotting an opportunis- 
tic takeover. But in the 
excitement, some analysts 
may have overlooked the 
hurdles. 

F ar cme thing, some of the 
groups touted as poten- 
tial takeover vehicles for 
Mr Soros are smaller than 
their potential target Afri- 
can investors also say that 
none of the mooted candi- 
dates would want all of Lon- 
rho Africa’s assets, which 
range from Kenyan slaugh- 
terhouses to a half-share in 
an amethyst mine. 

African Lakes, the quoted 
group in which Mr Soros has 
a 13 per cent stake, has said 
it is “assessing Lonrho 
Africa’s investment merits". 


IMnr M 


But it is valued at just £20m. 
Plantation & General, which 
says it would be interested 
in Lonrho Africa’s agricul- 
tural businesses but not in a 
foil-blown bid. is valued at 
just £23m- 

More interesting prospects 
are Blakeney Management, 
Greenway Partners and a 
host of African companies 
which may be interested in 
parts of the group. 

Blakeney. the emerging 
markets specialist, also has a 
26 per cent stake in African 
Lakes. It has invested SSOOrn 
in 125 African countries, and 
arfr pitg to examining Lonrho 
Africa’s investment poten- 
tial. 

Analysts say the unlisted 
company is an unlikely 
vehicle for a bid, however, 
not least if there is any truth 
in the speculation that any 
offer would be below the cur- 
rent share price.Comments 
from Tiny Rowland, who 
built up Lonrho's African 
interests, that he would only 
boy Lonrho Africa at below 
the current share price, are 
likely to rule him out too. 

- The most concrete interest 
in Lonrho Africa so far has 
come from Green way, which 
set the Soros speculation off 
by taking a 4 per cent stake 
in the company. 

The £50 0m New York 
hedge fund acted with funds 
linked to Mr Soros last year 
in a contested 5364m bid for 
Outboard Marine, which 
makes outboard motors. 


One Lonrho watcher said 
yesterday the real threat to 
Lonrho Africa's chances of 
con tinuing in its current 
state was not a bid from 
Greenway, but Greenway’s 
active Investment approach- 
The fund has urged dispos- 
als at US companies includ- 
ing US Shoe, Woolworth and 
Unisys. 

T he board of Lonrho 
Africa, led by Mark 
Newman, chief execu- 
tive, may be receptive to 
pressure for a break up how- 
ever. It is already trying to 
sell £35m of property assets, 
and said this week that it 
was “looking at the assets 
and how to maximise value”. 

South African analysts say 
its hotels would be easy to 
sell to hoteliers such as 
Southern Sun of South 
Africa or Serena of Kenya. 
McCarthy Retail, the Dur- 
ban-based motor retailer and 
furn it ure group, could also 
be interested in the group's 
car dealerships, which 
include franchises for 
Toyota. 

That would leave cotton 
and timber, which could 
appeal to Plantation & and 
General, and a property port- 
folio which may be harder to 
sen. 

Charles Kemot an analyst 
with Paribas, cautions that 
even management-led dis- 
posals may not be simple. "If 
they seU the motor dealer- 
ships, that reduces the num- 
ber of countries they operate 
in, and increases their risk 
profile." 
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At the CLSA Investors' Forum Asia 98, 280 decision makers from 110 of 
Asia’s leading companies met with over 850 global institutional investors 
from 18-21 May 1998 in Hong Kong. The first day’s event 'Focus on 
Thailand', brought together government, corporate and institutional 
investment representatives to promote a better understanding of the 
future economic prospects in Thailand. 

CLSA Global Emerging Markets would like to thank His Excellency Mr Chuan 
Leekpai. Prime Minister of Thailand, and his esteemed delegation for 
addressing the participants of the CLSA Investors' Forum Asia 98 in Hong 
Kong. In addition, we are delighted to have had presentations from the 
following: 


G overnmen t Delegation of Thai tend 

• His Excellency Mr Chuan Leekpai 
Prime Minster of Thailand 

• His Excellency Mr Savit Bhotiwihok 
Minister to the Prime Minister's Office 

• His Excellency MrPisit Leeahtam 
Deputy Minister of Finance 

• His Excellency Mr Abhisit Vejjajiva 
Klineter to the Prime Minister's Office 

• Mr Amaret Sla-On 

Chairman, Ftoantial Sector Restructuring Authority 

• Mr Stapom Kavrtanon 
Secretary-General. Board of investment 


Corpo r ate Delegation of Thailand 

• Advanced Info Service 

• BANPU Public Company 

• BEC Worid 

• Eastern Water 

• Electricity Generating Authority of Thailand 

• Hana Microelectronics 

• Petroleum Authority of Thailand 

• Saha Union 

• Total Access Communications 


CLSA 
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INFORMATION TECHNOLOGY & MANAGEMENT 




INFORMATION TECHNOLOGY BRIEFS 


Fibre optic connection delivered direct to the desktop 


For about 80 per cent of 
companies, fibre optic 
cables end at the incoming 
hub - often at each floor of 
a buikfing - and 
conventional copper cable 
connects the hub to the PC 
network, writes Marcus 
Gibson. 

But without expensive 
signal booster equipment, 
copper cable cannot cope 
easily with the data regularly 
tra n s fe rred around big 

organisations, causing 
logjams. 

Now a simple 
plu g-and-socket connector 
- Volition - has been 
devised by Daen Wombwell, 
a telecoms sp ecial i st at 
3M’s UK headquarters in 


Bracknell. It allows PCs in 
local networks to be flnked 
by fibre optic cable rather 
than copper. 

“Many companies wanted 
ffore-to-the-deaktop but 
could not afford It,” says Mr 
Wombwell. ‘Volition is the 
first economic fibre optic 
cabfing system lor 
data-intensive network 

appBcations.” 

The Volition connector 
uses a metafile, V-groove 
body that connects fibre to 
fibre. The device maintains 
the accurate alignment of 
the fibres to with in several 
microns, which is critical for 
consistent perf o rm a nce and 


has not been achieved 
before. 


In the US, Volition is being 
installed widely by 
data-intensive users. The 
capital's George Washington 
University has pioneered a 
“fibre to the pillow* policy 
by installing a 10 
megabit-per-second fibre 
optic network to each of the 
3JKX) student bedrooms on 
campus. 

The system wffl handle 

voice, consulting, two-way 
video conferencing and 

“power-sapping" research 

software over a angle 

communications 
infrastructure, says Douglas 
Gale, GWU’a vice-president 
of systems. 

“Fibre to the desktop was 
cheaper than copper if you 


added on the cost of wiring 
cab in ets and air 
conditioning which copper 
would have required,” says 
Dr Gale. “There is also 
virtually no mai nte nan ce, 
which saves heavily on 
support costs." 

fo the UK, companies 
such as British Aerospace 
and BK5C have been among 
the first to be fitted with 
Vofition. The system is 
partictiariy attractive for 
companies that need to 

transfer large amounts of 
data around their networks. 

3M is now researching a 
version of Vofition which 
would bring similar benefits 
to the home market. 

3M: www.3m.com/volttlan 


IN BRIEF 


Infrared route 
round the 
cable problem 

Cabling a small business, a 
temporary site or a multi-PC 
home in order to install a local 
area network can be difficult, 
time-consuming or 
impractical. One solution is a 
wireless network, but lbiUI 
recently this has either 
required expensive radio 
equipment or used low 
bandwidth Infrared technology 
needing a line of sight 
between transceivers. 

Premier Electronics, a 
UK-based company, has 
introduced what it claims is 
the first scattered infrared 
wireless ethemet system 
capable of operating at the 
hardware standard 10Mbps. 

The Yaks 100 series of 
wireless infrared transceivers 
are small enough to fit on top 
of a computer monitor and, 
unlike other infrared systems, 
do not require Irne-of-sight 
between units. Range is up to 
seven metres, depending on 
the room characteristics. 

Infrared transmission 
between the units establishes 
a secure wireless link which 
cannot be corrupted by 
outside interference or other 
electronic equipment The 
number of PCs that can be 


connected this way Is limited 
only by network load and up 
to four computers can be 
connected to one Yaks 100H 
hub unit 

www.premterelecLco. uk 

Keeping secrets 
on the internet 

Emergent Technologies, a 
Coventry-based software 
group, has developed what it 
claims Is a fool-proof system 
for electronic money transfers 


and sending confidential 
information over the Internet 

The encryption software, 
called Eurokey, has already 
caught the attention of banks 
in the US, Canada and Japan. 

“Only the intended recipient 
can decode the message," 
said David Playdeil, one of Its 
developers. "Because it is 
simple to operate and totaffy 
secure, it is of great value in 
finance, legal, and medical 
transfers.*' 

The slightest Interference 
with a Eurokey coded 



Small but smart Sanyo has launched what ft says is the first digital 
sHB canters to take small sections of moving picture as weO. Its 
VPCG250 camera Incorporates Video Clip technology, which 
enables about four five-second bursts of moving picture to be 
taken and stored on a 4MB SmartMedia card. During the next two 
years It alma to develop digital stfl camera s which can record 
longer periods of movbtg images. The VPCG250 retails at a recoin- 
mended £445799 ($740). Sanyo: www.sanyaco.uk Pfilll TsyiOf 


transmission wflf send a signal 
to the intended recipient 
Mnw.ec/retey.co.ufr 

Quick-fire 
trouble shooting 

Diagnosing faults in aircraft 
engines can be time 
consuming and expensive. 

Acknasoft, a French-baaed 
tech n ology group, has 
developed a suite of decision 
support software tools called 
Kate designed to help cut 
downtime for Boeing 737s. 

Kate uses two techniques, 
case-based reasoning and 
induction. It is based on the 
analysis of 60 symptoms 
described by 80 parameters 
distilled from 1,500 cases 
which were themselves a 
sub-sat of 23,000 actual 
cases logged by airlines 
end collected during six 
months. t 

Technicians using the 
system simply respond to a 
set of questions posed by the 
software. 

The software is also used to 
trouble-shoot problems in call 
centres, medical diagnosis, 
forgery detection and 
Industrial equipment 
maintenance. 
wwwMCknosoftcom 
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The offshore 
investment 
that's all 
plain sailing 
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ACCOUNT FEATURES 

» Highly competitive interest rates. 

» Earn up to 8.05% gross p.a. 

* Minimum balance £10,000. 

» Choice of interest payment options. 

» Operate your account by 
telephone, post or facsimile. 

» Access to your savings with just 
60 days notice. 


First National Building Society Guernsey 
limited is a subsidiary of First National 
Building Society, which was founded in 
1861 and is one of the longest established 
building societies in the United Kingdom 
and Ireland. 

Consider the benefits of a First National 
60 Day Notice Postal Account. 

Your money will grow faster thanks to 
highly competitive interest rates and a 
favourable tax climate (your Interest will 
be paid gross without deduction of 
withholding tax). And you will enjoy the 
convenience and confidentiality of postal 
banking. 
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Building Society Guernsey Limited 
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INFORMATION HOTLINE 


0800 004567 


CALLS ARE FREE 

Lines open Monday to Friday 9.00a.m. to 5.00p.tn. 
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First National Building Society Guernsey Limbed is a wholly-owned subsidiary of First National Building Society. Fits National Building i 
Society Guernsey Limited has its registered office and principal place or business at 2.3 Rue du M. Si Peter Port. Guernsey, Channel g 
Islands GV1 SAE and is licensed under the Banking Supervision (Bailtwtek of Guernsey! Law, 1994 as amended. The paid-up share capital 
of Frret National BuKding Society Guernsey Limited amounts to £7 million. Latest Audited accounts are available for inspection upon w 
request. Deposits made nidi offices of Firs National Building Society Guernsey Limited in Guernsey are not covered by the Deposit ■ 
Protection Scheme under the UK Banking Act 1987. Interest rates may WBty and are correct Bt time of gang t o press . Imerast is calculated p 

on a daily basis and wilt accrue from the date of clearance of the funds up to bui not interning the date of withdrawal. CAR -Compounded 

L Annual Rare is the annual rate of return on your Investment if monthly interest payments are reninad in the account. Immediate access _ 
to funds available by EFT subject to charges end Ion of 80 days interest on funds withdrawn. f| 



INTERNET SELLING OVER THE WEB 


Online crowd-pullers 


Sports news and merchandise web sites already promise to be 
among the most successful areas of internet development. 
Andrew Gellatfy continues our weekly series 


P Europe's sports 
merchandisers are 
licking their lips in 
expectation as the World 
Cup finals kick off in Paris 
today. There is money to be 
made selling rosettes, replica 
shirts, souv enir s and other 
soccer paraphernalia. 

Most of it will be sold by 
shops, stadium stalls and 
mail order, rather than 
online. But by 2002, at the 
finals to be hosted jointly by 
Japan and South Korea, the 
sports boot may be on the 
other foot, if the US experi- 
ence with sport-related elec- 
tronic commerce is any 
.guide. *. * ' 

With 88 . per cent' of 
.Americans self-professed 
sports fans, and SO per rant 
claiming to follow six sports 


or more, it is not surprising 
that more and mare of Sili- 
con Valley’s venture capital 
Is finding its way into sport 
If an e-commerce deal 
comes in the door we're 
interested - it doesn't mat- 
ter what it is," says Joe 
La cob of Kleiner. Perkins. 
Canfield & Bryers, a Silicon 
Valley venture capital fund. 
“No one wants to miss out 
on the next Ama 20 n.com [the 
online booksellerj." 

Mr Lacob's latest project 
has been the Financing of 
three-year-old CBS Sports- 
line, a fast-growing online 
sports news service. Like 
most of the main sport web 
sites. Sports line, partnered 
by the US network CBS. has 
a business model that is cur- 
rently 60 per cent advertis- 
ing revenue with the balance 
from e-commerce and sub- 
scription. But the e-com- 
merce share is growing. 

Sportsline's first-quarter 
1998 revenues were $6.7m 
(£4m), of which $2. 7m came 
from online merchandising, 
the largest part in the 17 
days of the Nagano Winter 
Olympics. While these fig- 
ures are dwarfed by Sports- 


line’s $800m market value, 
the m1p of more than yam of 
Olympic merchandise in two 
weeks made Spartshne one 
of the web’s most successful 
retail sites for a while. 

If the online sports market 
in the US represents an envi- 
ably deep pool of consumers, 
the fens' tribal devotion to 
sports tgflmE makes market 
analysis an exact science. As 
a microcosm of the expand- 
ing e-commerce world the 
US sports market is impres- 
sively precise: “If you need 
to know how many Scottie 
Pippen [the basketball 
player] fens prefer .Coke to 
Pepsi, we can ghfe you lljat' 
information,” says- fficEard 
butter, founder* ofr-the ESPN 
Chilton Sports PWL "■*" 

Among the figures that Mr 
Luker's telephone polling 
has turned up are that 22.4 
per cent of Americans use 
their PC for sport, compared 
with IQ per cent in 1996, but 
among that number the 
audience for sport is still 
overwhelmingly - 97 per 
cent - male and managerial. 
And tens of thousands of site 
users participate in fantasy 
leagues and online games. 
There is every chance they 
wfll stop and buy. 

But when fans come to a 
sport site their shopping pat- 
terns are unlikely to be the 
same as at the mall. The 
US’s favourite sport. NFL 
Football, is a relative new- 
comer to e-commerce but 
since NFL.com began selling 
merchandise online at last 
year's Superbowl in a joint 
venture with International 
Business Machines, it has 
learnt the structure of the 
market quickly. 

“The average order size is 
definitely higher than with 
other distribution channels 
and it is continuing to . build 
into larger Items as the trust 
factor rises,” says Jann 
James, the NFL’e director of 
media development 


Oat of a total of $3bn in 
annual NFL merchandising 
revenues, NFL.com gener- 
ates a figure in the low hun- 
dreds of thousands. That is 
enough to worry conven- 
tional retailers and most 
NFL licensees are not yet 
s elling online, instead leav- 
ing it to the big retailers 
such as QVC, J.C. Penney's 
and Footlocker. . 

As Mr James says: “It is 
important not to alienate 
retailers with extensive 
online selling - you have to 
hire an agency to manage 


e-question 


'What will ' •' 

e-commerce mean 
for sports fans and 
merchandisers ? 1 


and assign those rights.” 
The league has not shied 
away from paying affiliate 
sites that bring traffic to 
NFL.com in the same way 
that AmazoTKCom's affiliates 
now receive 15 per cent of 
the order value. "Because 
you can capture additional 
m a r gin that is not a prob- 
lem.” argues Mr James. 

With internet users 
increasingly coming to their 
favourite sports content 
through the main portals 
such as Yahoo!. Excite or 
America On Line, the race is 
on for these services to 
deepen their coverage or 
form alliances with content 
providers. 

AOL's sport site already 
claims to attract three times 
as many visitors as any 
other and Mark Apple man, 
AOL's sport programming 
director, says it is not possi- 
ble to plan more than three 
to six months ahead, as the 
market is developing so 
quickly. “Nobody’s quite 


worked out the e-commerce 
. model yet" he says. 

Generating traffic and 
keeping visitors has never 
been more important As 
Mike Levy, Sportsline’s 
founder, says: “You can 
spend S5m and stOl not get 
the traffic and you need the 
same infrastructure whether 
you have a major site or a 
niche site.” But he admits: 
“Without our CBS relation- 
ship it is hard to know 
where we would be now.” 
Sportsline has signed up as a 
8500,000-a-month platinum 
partner on Microsoft’s Inter- 
net Explorer 4.0 browser, 
with a prominent space on 
the IE4 site- 

Examples of successful 
sports'frcominerce operating 
outside the huge US market 
are harder to come by but 
the Tour de France has one 
based in the heart of 
intemet-sby Paris. Maya de 
Rossi has headed the compe- 
tition's online operation for 
three years but has seen 
returns only since 1997. 
LeTour.fr generated bou- 
tique revenues of FFr500,000 
C$1 1.809.59) during the 1997 
Tour with the largest propor- 
tion of customers coming 
from the US. Denmark and 
Germany. “When an Italian 
or Colombian wins a stage, 
you can feel their country 
present in the boutique," 
says Mrs de Rossi. 

The Tour de France 
expects to double its 
e-commerce revenues this 
summer and is catering for 
the US market with three 
mirror servers in the US to 
improve transaction speeds 
and a new leTour.com 
address. Their event-driven 
example may show the way 
for European niche sports 
hoping to tap into the 
increasingly consolidated 
American market Mrs de 
Rossi says: “We are begin- 
ning to see people buying all 
year round and this year we 
ran out of articles com- 
pletely. We sold close to 
1,000 yellow jerseys.” 


MANAGEMENT EUROPE AN CONSULTANC Y 

Sound growth 
in advice 


A 15% rise in fee 
income reflects the 
strength of Europe’s 
economy, says 

Diane Summers 




Management 
consultants across 
Europe had a bumper 
year In 1997, with fee income 
rising by 15 per cent to 
Ecul9bn <£12.9bn) reports 
their pan-European body, 
the European Federation of 
Management Consultancy 
Associations (Feaco). 

If other earnings - for 
example, from outsourcing 
activities - are added, the 
figure is probably more like 
Ecu22bn, says the federation. 
The federation’s members 
account for abont 40 per cent 
of these earnings and for 
about 44J100 consultants out 
of a total of 130.000 in 
Europe. 

Germany and the UK con- 
tinue to be the most impor- 
tant markets, providing 65 
per cent of fee Income 


between them, against a 37 
per cent share of European 
gross domestic product 

Corporate strategy and 
organisation development 
last year provided consul- 
tants with 27 per cent of 
their work - displacing 
information technology (21 
per cent) at the top of the fee 
league. Human resources 
consultancy also showed 
good growth, while most 
other areas remained level. 

Banking and Insurance 
were the heaviest purchasers 
of consulting services, 
accounting for more than 20 
per cent of the market - not 
surprising, says the federa- 
tion, with the introduction or 
economic and monetary 
union, the Year 2000 problem 
and other financial reforms. 

Manufacturing came sec- 
ond. with transport and com- 
munications close behind. 
The public sector nsed con- 
sultants little, apart from in 
the UK, Italy and Greece. 

Feaco members were 
asked to say where they 
thought the work would 
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come from this year. For the 
second consecutive year the 
majority said that there 
would be most demand for 
IT work but human 
resources consultancy and 
assistance with the Introduc- 
tion of Emu and the euro 
were also seen as areas of 
increasing growth. 

Most members thought 
demand for consultancy by 
economic sector would 
remain at current levels or 
Increase. 

Exceptions were the UK 
and Italy: UK consultants 
expected reduced demand 
from manufacturing be ca use 
of the strength of sterling: 
Italians thought there would 
be less demand from the 
public sector. 

Gil Gidron of Andersen 
Consulting, Feaco's chair- 
man, says last year was 


encouraging for manage- 
ment consulting in Europe. 

“As our results reflect, and 
indeed anticipate, the direc- 
tion of national economies, 
there is also a strong mes- 
sage on the European econ- 
omy as a whole," he says. 

However, there is one area 
of concern, he adds: the 
developed nations of Europe 
have increased their demand 
for consultancy but this has 
not happened in the less 
developed countries. Both 
the European Commission 
and Feaco have a role to 
play in ensuring that a 
“greater knowledge gap" is 
not created, he comments. 

Feaco survey of the European 
Management Consultancy 
Market 1997. EcuSO from 
Feaco. 145 rue Royale B-lOQO. 
Brussels. Belgium. 




\ 






FINANCIAL TIMES 


WEDNESDAY JUNE 10 1 998 ★ 


II 


EURO PRICES 


EQUITIES 


Europe waits for Greenspan 


CURRENCIES & MONEY 


FT SYNTHETIC EURO RATES 
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EUROPEAN O VERVIEW 

By Martin Dickson, 
Rnandal Editor 


Trans-Europe an BQuity 
indices yesterday failed to 
sustain Monday's upswing 
and dipped as world markets 
awaited today's congressio- 
nal testimony ■ by Alan 
Greenspan, • the Federal 
Reserve chairman. 

A weak opening on wall 
Street and a drop In bond 
prices gave a weak back- 
ground for equities, with the 
.FTSE Eurotop 800 index clos- 
ing down 6.44 at 1.25&37 in 
trading that lacked a clear 
direction. 


The Eurotop 100 index, 
which focuses on the largest, 
most liquid stocks suitable 
for derivatives trading, 
dropped 16J8 to 2£8S J9. The 
Ebloc 100 index, which 
tracks companies from 
founder stales of European 
monetary union, was off 9j08 
at 1,055.09. 

In the bond markets, the 
benchmark German govern - 
ment 10-year bond was 
quoted in late trading at 
102.66, down 0.15, to yield 
4.86 against 4.85 the ni g h t 
before. 

Figures for German May 
unemployment were slightly 

lower than the market bfl d 

been expecting. 


The worst performing 
Eurotop sector was extrac- 
tive industries, which 
dropped 4-03 per cent as Rio 
Tinto fell Ecu (150 to Ecu 
10-96 following Monday's 
announcement of a US coal 
tutwa acqui s iti o n. 

Integrated oil companies 
dipped L79 per cent as Brent 
oil futures dipped through 
the $l4-a-barrel level on 
what dealers said was a tech- 
nical sell-off. Royal Dutch 
was off Ecu L30 at Ecu 50.18 
while Total B stood Ecu 2.70 
lower at Ecu 116.98. How- 
ever, Petrofma added Ecu 2 
to Ecu 38L89. 

The electricity sector was 
particularly mixed, with the 


overall index dropping L35 
per cent Endesa fell Ecu 1 to 
Ecu 19.58 as retail investors 
sold shares following the 
recent offering, and VEW 
lost Ecu 5.60 to ECU 299.31. 

But Tractebel rose Ecu 
5.70 to Ecu 127.91 on news it 
had set up a new venture 
with Electrabel to trade in 
the Norwegian and Swedish 
energy markets. Electrabel 
rose Ecu 2.40 to Ecu 234.67. 

Sectors which advanced on 
the day included construc- 
tion, up 0.65 per cent health- 
care, up 1.31 per cent house- 
hold goods and textiles, 085 
per cent ahead, and distribu- 
tors, winch saw a L24 per 
cent increase. 


Aon 


Cndi ftapubke 

Donut 


Raw 

Brany 

Ones 

Hngay 


Duaria 


Span 


ECU 


am 



■ TUBS MOMTHBiftfl ranges {LKE) Ecola poWa 01 100% 



Open 

San prim 

Change 

Htfl 

Lot 

BA. VDl 

Open tot 

Juo 

95.755 

95.740 

-0JB0 

9575S 

95740 

351 

10675 

Sap 

95750 

95745 

-0015 

95755 

95750 

394 

1BDT9 

Ok 

BKOfai 

95930 

-4L030 

an am 

95940 

84 

7208 

Mar 


95340 

-0.020 



0 

5162 


■ TUBE M0B1H E0B0 OPTHMB (UFFQ Eculm prints n> 100% 


SMC — 
Price in 

08790 0-030 

SERB 0 


■ CALLS ■ 

M Aw 
0040 OOGO 


0070 


0040 

0.135 


PUIS — 
44 Any 
0045 0065 


Sep 

0075 


Eri. ML wi Mb 0 Pub o. Pnku Mft epn a, Ofla OPWD 
■ FTSE EUROTOP 100 HSBC FUTURES {UFFE) Ecu20 per tt index pent 



Open 

SBttprica 


Hgh 

Lot 

Eft *1 

Open ht 

JUB 

2393d 

28950 

-12J1 

20870 

Minn 

23 

1057 

Sep 


29150 

-11.0 



0 

5 

Dec 


2S35D 

-12J) 



0 

73 


■ EBRO STYLE FTSE EUROTOP HO MDEX OPIDN (ABQ Ea/10 par tadu point 

2725. 2750 2775 2800 2S9 2850 2875 2008 

CPCPC PCPCPCPCPBP 
Jot T719M71012S13 1IM17II22BB25503837S) 
M 2M37M 42 106 44 147 50 130 63 H4 71 ■ 81 ■ IS 

E> Ml Wrtn/i . Rw ipm faUM ME M . Prartm tom* n BUM Ml Min utM. 


OTHER INDICES 


tt 

S 


1996 

Bob - IW 


Sta fl fpMcp 

Hfh Lot 


-JlLSttxS) . ^ . 340199,342055 337058 Otttt ^-g7«Sl . 342081 .207542 

. tUEaqSbSO ? -M5J7 3W&S 3421.5$ T«36 M8081 34CL78 2B85L52 

— MSO Europe '125608* iMfr* 122282 125808 96050. 129809 51078 

. Skc 6*80*1 1* AT MoRHfca. "S«|«a la Mi nnt da. 88 nMk 


1 FTSE Actuaries Share Indices 

European series 

juu oa 







Nettal 8 Mata* 

Gear 

Day's 

dOTtga 

VMd 

ad ad) 

littnu 

MartaOS 

Wot 

% 

|xMb 

gnea % 

y« 

fen) 

FTSE EtnOop 300 

125537 

-951 

-044 

128 

1573 

128428 

FI5E EtattpIDD 

2885.19 

-956 

-TB28 

SL07 

1976 

102833 

FTSEBOaclOO 

1(6509 

-025 

-028 

171 

846 

106328 

FTSE Ebnlop 3QD M^h 

■ 






Etmbtt 

131123 

-979 

-1040 

120 

19 m 

133X08 

UK 

115588 

•4120 

-??q 

577 

2028 

119720 

Europe Ex-EnuMoc 

120927 

-073 

-582 

223 

17.40 

124510 

EurapeBt-UK 

131584 

-026 

-020 

121 

1238 

133X95 

FTCE Eanttp MMnr Sr 

Wan 






HESOBRCEI 

101986 

-128 

-1955 

175 

1570 

105513 

eWacflH bdaririaa 

B2510 

-423 

-34.76 

3.13 

nm 

02918 

05 UUP* 

90SL59 

-1.79 

-1723 

£74 

877 

96235 

01, BrpkmSon 6 Prod 

1U1E3 

-1J7 

-1824 

242 

500 

109323 

GBBUL IBISIHBB 

125825 

-0.44 

-528 

202 

1426 

127674 

Oenriraeflan 

102553 

+0.65 

+567 

289 

500 

102953 

Buttag Itts & Uordn 

110942 

-4L67 

-7.44 

241 

643 

119827 

CbBfffc* 

107518 

-025 

-378 

208 

1473 

108536 

OnuriM Musttfata 

104533 

-026 

-3.77 

211 

862 

105526 

Bocflatic & Bed BMp 

106560 

-047 

-525 

170 

049 

1069.10 

BtOkwring 

107X36 

-078 

-938 

217 

342 

107886 

Paper. Pt*9 & Printing 

10343} 

-049 

-505 

225 

500 

1(0430 

Mm— *i GOODS 

ItflOiM 

+027 

+580 

123 

1226 

131522 

MnotOa 

112518 

-0.10 

-120 

121 

623 

113X14 

Attbofc Bayengas 

100590 

+025 

+548 

225 

128 

102985 

Rtod Pmdacora 

107120 

-027 

-096 

127 

720 

107089 

HouaMd Goods 8 Tut) 

112513 

+025 

+546 

1.73 

572 

112593 

HoatthcBR) 

100L52 

+121 

+1323 

229 

932 

101473 

Pttnuctttads 

99958 

+OZ7 

+229 

124 

227 

100128 

IWno 

1031.35 

-0.74 

-725 

4.13 

121 

103X29 

SBNKB 

17MM 

-029 

-321 

124 

1228 

124931 

DUributtm 

105523 

+124 

+1229 

124 

270 

105908 

Ltton & Hofefe 

105X03 

+024 

+045 

230 

500 

105X08 

Uada 

107571 

-021 

-222 

209 

129 

108507 

PttttS. Rtt 

100723 

-1.11 

-1128 

200 

7.76 

1015.01 

Ftoblna. Eaaaml 

107459 

+053 

+570 

213 

022 

109139 

TrieanmiOcdknB 

104963 

-020 

-1040 

1.61 

420 

105X90 

Breiwta, Puts & Mtt 

96429 

+575 

+728 

286 

829 

99331 

Support Semen 

1054.15 

+026 

+2.78 

1.19 

526 

108516 

Tnnaport 

108927 

-538 

-4.15 

240 

520 

109520 

itfemttaa TKonwar 

119938 

+242 

+2928 

534 

223 

12OU0 

nunES 

130080 

-125 

-1545 

328 

4124 

135875 

Bectidy 

97527 

-125 

-1342 

157 

1746 

99526 

te DMfedkn 

101506 

-1.11 

-1140 

121 

8X72 

11 0849 

Wttr 

101425 

-593 

-556 

438 

1339 

102874 

FMAMMLS 

138045 

-556 

-7.72 

128 

1859 

140735 

Btta4%H 

100220 

-548 

-428 

209 

720 

101029 

ttwance 

100569 

-555 

-521 

121 

429 

101126 

A ImrancB 

705X83 

-578 

-025 

139 

3.19 

105933 

Mar RnaecU 

101X08 

-140 

-1425 

134 

620 

101913 

■mama Canpttaa 

112440 

-028 

-QlSB 

139 

1024 

113520 

Property ' 

87958 

-028 

-871 

206 

1240 

892.17 


APS 

BEF 

cat 

OKK 

HI 

FW 

DBI 

080 

HJF 

B> 

m. 

LUF 

HO 

HOC 

PLN 

PTC 

ROL 

RJB 

SBC 

BP 

sac 

CHF 

GBP 

ECU 

at 

CAD 

Mffl 

tED 


Hug Kong 


Swft Atta 


AID 

HKD 

JPY 

SCO 

ZAR 




1.04. 


1997 


96 JOT 


EUROZONE CURRENCY CONVERGENCE 

Britt conwnJon mas against me D-Mark 


1081257 
0706049 
157058028 
1022830 
0782198 

SoacK FTSE ktmaHoaal LkLTMa trtfe a nemec. eyMDrtc trim tor He Eon i _ 
War uiimctt, c ataiMul Uv SOP Mettle Ban "W um ot c ot He Eao i 

an* Jansy 1 ai «a ttte attM aot be and as a pmcfca pm » to atm. I H ( 
bnnri oanoey vatabon feertt. Crranty MOhnapi n Man DEM 033B4. F8F 02217, 1 
HLG 0.0577. 8EF 00386, B* 00840 SP 00116. PTC 00155. A15 09328. RM 00167 


BONDS 


Jtn OO 

Rod 

rata 

Mnn 

me 

Dn not 
vmkt% 

Week 
30D % 

Funwrt 

rale 

Forward 
H me 

on m 

ntovOBI 

AotBB 

72355? 

70365 

+001 

+501 

70377 

175 

+003 

DfllpKJtfg 

256255 

202339 

*404 

+001 

aroer 

Xfi 

+008 

France 

3X5386 

3-3534 

-004 

-005 

33527 

3 74 

+002 

Adam 

3JM001 

30393 

-004 

-ora 

32412 

386 

.014 

Irrfciid 

0.402676 

03966 

-1.51 

-156 

0 4016 

599 

♦2X7 

** 

995002 

995X338 

-047 

-TU6 

9906259 

4E9 

+0.97 

Lmsmboftng 

2562S5 

20.6339 

+004 

+O01 

706477 

3 B 

+508 

NettMlMs 

1.12674 

1.1271 

+003 

+002 

11269 

369 

•093 

PortuOT 

102506 

10X2842 

-522 

-air 

KEL5279 

415 

+0 43 

Stain 

85.0722 

642927 

-521 

-0.19 

85 1417 

4X5 

+0 53 

Sammy 

1 


+0.00 

+800 


372 

+500 


Soorce tta Ml Goarpjay RM nan in b tt cral ntn agrart by Ell May 2.1 hrauni one an 
marge am to 31/12/98 MipmaM tov noU <m*bs. tomani town ratra an bum npba by 
M tmnd eohmgi r * lrr Ml « rues * DEM n (Btenowa Mot h npued tawoid una 
rates am tee DEM toward Mantst rate tor 31/12V8. DEM town) im ram lor 31 12 % r. 
i by WHpcttton Mnai nMstaa HU mam tmgi 


EUROZONE CORPORATE BONDS 


Bond yield curve 

Pgr cat (Jun 9 1999 


RM s & P Btf 

date Coopon Map price 


Day's uni 6frad 

Bd dige diga > 

yM y« yU Em 



Sennany 


iTewwIpi Rngflrii 
aelgtaraiKtogdonirfl 

ttuea 

rang 

5750 

WA 

105 500 

502 

+002 

-0 10 

+0(0 

Ranee (Hep d) 

044)8 

5-250 

N)A 

10X430 

4.93 

+0 03 

-010 

-006 

lrat| (Rtp <fi 

ram 

5000 

AA 

99700 

504 

+003 

-ai: 

+005 

ftrajM (Rep oO 

owe 

5 375 

A A- 

10? 430 

596 

+003 

-007 

+0.07 

Eai Inues 

MbeyKdlTiBKSnr 

02/03 

4975 

AA 

100 420 

477 

rOOG 

-a 06 

+0.14 

EaiBecMcCapCrp 

IBM 

5500 

AM 

103.420 

485 

+D01 

-012 

+011 

Oect Knntrotomk 

04/08 

5250 

AAA 

101X90 

507 

+003 

-012 

+008 

CredLoadde Francs 

044)8 

5250 

AA+ 

100210 

522 

+002 

-015 

+023 

Eoibn« 

Bayer Hypo &WchBk 

074)1 

5000 

A+ 

101960 

4.62 

+099 

*ai6 

+0.18 

Cred Fmaer Fiance 

03AM 

8X75 

A 

1M.900 

5X0 

+OD2 

-090 

+0% 

Enro but Bank 

044M 

5250 

AAA 

103.080 

463 

+004 

-Oil 

-an 

ABN Aim Mda m 

044)7 

6X75 

AA- 

107410 

530 

+0.02 

-014 

+038 


.7 W 

itaakinafirty 


20 


30 


Sort aandbc Da b/Ft ttam ttm . in) a» cksnp. Rnpeu bmb bata b> mcaas by Emt 'to* 
bmUbm Bed taaglble briDOT* Up Ewa Issw Em beau an bsuM to Bn m Mtr. Ecu 
bitta an ototI to Ecu bM omoi n Etna l/ifla 


GOVERNMENT BOND SPREADS vs ECU 

2yis Syn 7 yrc 10 yra 20 ps 


i 08 


30 ya 


EUROZONE CREDIT SPREADS vs ECU 

Jot 08 


SR P 
nttm 


Red 

me 


Cttiancy Spread 

Caen cade Spead wk ago 


Spread 
mtn ago 


Auhta 

-092 

+002 

+005 

+090 

+091 

+003 

Britfum 

-094 

+ao 2 

+099 

+004 

+091 

+008 

Robot 

-0.12 

+005 

+098 

+091 

-0X4 

-048 

Fiance 

-a« 

-007 

-095 

-095 

-007 

-093 

Oan—iy 

-a u 

-005 

-091 

-013 

-006 

-094 

Mnd 

+083 

+0.11 

+012 

+013 

+009 

+025 

m 

+024 

+021 

+020 

+0 18 

+016 

+6.19 

Lsnttaig 

-094 

+092 

+009 

+094 

+001 

+698 

NeBwtmds 

-0.11 

-004 

-003 

-097 

-009 

-093 

Portugal 

+aii 

+012 

+013 

+013 

+025 

+040 

Spato 

■OtITaP 

+091 

+090 

+012 

+011 

+017 

+0X5 

Dasnsk 

+0.15 

♦017 

+010 

+090 

-091 

+020 

fteace 

+592 

+4.13 

+040 

+2.71 

+2X8 

+222 

Sundae 

+ai3 

+0.11 

+012 

+007 

+007 

-097 

UK 

+2.42 

+1X7 

+1.18 

+075 

+034 

+995 


KW 

AAA 

01 AH 

5000 

DBI 

+0.00 

-095 

+090 

France Teham 

AA+ 

1UD0 

6X50 

FFF 

+0.15 

+0.15 

+0X0 

Hatter 

AA 

07/D7 

5625 

oa* 

+0.19 

♦018 

+01B 

bo Bank M/ 

AA- 

oime 

5X00 

HL6 

+0X1 

+017 

+0.19 

Bayer Hypo « Bk 

A+ 

02/02 

6.750 

(TL 

+0X0 

+0X8 

+033 

Cred Fcactar 

A 

02/03 

7X50 

DEM 

+0X7 

+0X8 

+0X4 

ThotB»B-6iBndrbd 

A- 

03104 

BX75 

FRF 

+0.33 

+0X9 

+0X5 

Generate (Jes £an 

BB8+ 

03104 

6X50 

FRF 

+0X9 

+0X6 

+0X5 

Baikal Oda 

B8B 

07/99 

7.125 

DBI 

+070 

+098 

+099 

NzaBkaiitttty 

BB8- 

06/01 

9900 

ATS 

+093 

♦0.79 

+0.75 

Korea Dev Bank 

B+ 

11/02 

ARM 

FflF 

+<45 

+<48 

+415 


Sana: moeOw MalFT bdcna au BB. Tatt ana 
brattr tttM — «a»i cnfll h etch nttg bud 


IW ipratt to M Eca aau fcr I 
h Earn *ta* omamau 


i el a 


Sauce Haute OttffTMonnttK Tabia ton* 
coMferatii cmacy and canpam to M 


cananoa mnw u »M coaecrt Urt| waay yMd 
mabrty Eco one to catatte a ijeatol 


MarttHttki 

nuar w ih qMi W att ww nr u i 

HttMtolrtattMirbia# 


l O RK ttMod ItoM m M dgaa immI TOT tod 
i SW Btaap ad He FUtdriltM nd m mt la F1SE 
I Mi BBk rf la JWMtt Mr EsttOT FTSE Bntop WOT 


FTSE EUROTOP 300 


OHM M w MOT M *ar- EnM 


8LCOHOUC BEVBWGB 

843 


DtSTfiBVTTBS 


I* 
cwbms 


K8 

1128 



427J8 *4U 


73 

34 

XJ 

u 


II 

* *- 

tttaa 

*<MOT 

M 

M 

M 

— 

IS 

♦*- Eop4 

W 

H m 

1.1 

. HOB5BOIO GOODS ITBOIES 

U lllinlitf U 41 u 


01 

PHttmcamcMS 

AOTtA U.M 

♦4 

n.7 

7.1 1.1 

04 

U 


nut 

174J 

+81 <4 

-3 E2 

+84 U 

«2 

1J 

14 

U 

Bflori 

mu 

+u 

tw 

U- 04 

<1 u 
01 16 


U 

HDOTMB 

1 43640 

-174 

1857 


rand 

MUB 

*41 3X4 

U 

u 

EBBlStd* 

ULW 

+41 

11 

01 OB 


Mate 

uua 

+.1 1A 

14 

u 

■katoPritt 

SUE 

*3 

117 

II 14 


MHO 


AI7T0MDBBJ3 


PROPBIT 


K57B80 

UMM 

1034 


841 

14125 

UB 


■1814 

-3 

+.1 

-J 

-J 


81.1 

74 


• as 

- U 
574 U2 14 
74 - QJ 

304 U 14 


54 U 14 
72 24 84 

14 U 34 


BAKS RETAIL 


HEcracm 





WlkM 


I Odd 


OttBttB 


ZUB 

-J 

10 X 1 

-1 

TUB 

*A 

OM 

«£> 

TUI 

-4 

sx* 

- 

ut 

-1 

UB 

il 

ua 

■ 

« 4 X 

41 

sui 

-U 

KM 

-LI 

«■ 

-J 

KM 

+X 

7141 

■a 

1 UB 

*A 

HL* 


TM 7 

-U 

sn 

+4 

on 

AA 

1 US 

-14 

KM 

-4 

KH 

+U 

20749 

+34 

417 

-1 

non 

-1 

ns 

-4 

Et»l 

+4 

2 BM 

- 


-IW 

2 SXC 

-3 

SLK 

-5 

1311 

- 

uu 

-M 7 

1126 


UMt 

-.1 

l« 

- 

MM 

*2 

UB 

-i 

out 

+.5 

2231 

-2 

W 5 S- 

-1 

UB 

-A 

raw 

- 

IBM 

+4 

1041 

♦ 1 

3740 

-.1 

3 M 28 

+24 

L 903 B 

+tm 

PUBS & BESTA 1 

1551 

+x 

i&« 

*i 

1 X 07 

♦i 

U 2 B 




ASF 

04 

+4 

as 

02 

u 


2 XBMU 

♦176 

45 

- 

u 

CGDRC 

17 X 5 

+4 

22 X 

U 

21 

MkM 

ZRM 

- 4 U 

■4 

u 

U 

■mbB 

30 M 

-a 

3 U 

as 

u 

GflZ 

573 

-i 

£4 

51 

u 


BE 9 

-U 

IU 

X 7 

U 


OUI 

-42 

Ml 

- 

u 

m 

MM 

-J 

72 

u 

u 

RMlttfl 

as* 

-.1 

153 

Ea 

u 

MM* 

MKM 

•04 

U 

u 

u 

9 biA 

1 107 

•A 



07 


UB 745 

-IM 

su 


14 

art* la b 

68147 

AA 

282 

at 

04 


BEMlBB,raOD 



nl 04 123 21 

-4 U 4 24 U 
-182 214 II 04 

4.1 U - U 

-M 04 - 44 

- as u *o 

- H 5 22 34 

- 172 *4 22 


BETMLERS, SEKRAL 


NVt&TIBT GOmiB 


aoi Wi 


*.l 141 u 22 


08 22 24 

04 U 14 

nz as u 


twras 


1747 

63 * 

032 


UFEDtSOBMCE 


3348 

IUZ 


U45 

non 


OS 

uua 

018 

«n 

7 . 7 B 

tan 

irf 

iu 

«j» 

825 

112 

>348 

830 


-4 U 41 U 

-A US 04 14 

fS 82 122 £5 

- 41 LI 02 


-i 2 4*4 14 U 

~X U 04 07 

- 112 na 14 

*2 B4 11 ZJ 

—2 234 14 22 


- 114 U 12 

•ZJ IS it u 

*1 04 3.1 24 

-4' U U lil 

- 01 24 3.1 

-a *4 44 3.1 

- U 41 21 

+4 84 24 22 

-.1 U 84 If 

-.1 84 7 2 33 

-1 154 47 21 

-2 87 14 24 

•hi « 17 05 

44 OS 02 14 


DfeM 

ME 

_ 

U 

04 

2 * 

OS' 

02 

•X 

tu 

IA 

it 

HBIIB 

B&45 

+14 

U 

04 

Of 

Xtorittr 

on 


H 14 

24 

27 

uues 

uo 

-1 

2S7 

44 

12 

OTtM 

■LOT 

+4 

UB 

U 

IX 

IM 

848 

-.1 

11 

14 

U 

HmOTMi 

■KM 

+84 

Ttl 

- 

67 

SUPPORT SHKICES 





AdmulBo 

«U 8 

-64 

67 

. 

04 

HOT 

1577 

-J 

67 

as 

1.1 

HtoA 

187.13 

-24 

IX 

0.1 

04 

R*B 

07 JO 

-U 

17 

ai 

04 


oe 

858 


TBKOMUMUTUWS 

BI 842 

cmibo* ion 


758 

B3K 

744 


CML, EXFLDRATIOi 0 PRODUCTION 


US -1 

444 

841 

14MM -2LI 


104 U 04 
SI u u 


B34 1U 34 
244 U 12 
149 14 25 

na oi 12 

HI XJ 21 

u u - 

53 01 24 

404 104 M 
<12 U M 
4U U LI 
314 7.1 04 


21 M U 
S3 12 75 
U 05 58 
U - 1.1 


75 04 01 


8T7 

4* 


14 84 
21 04 


TRMEP08T 


Buuhg nuBOfliS K MBCMMirS 


BmUCIMBWSTSB 


Dfl,inEGUI9 


ttrifatak 


071 

OB 

0* 

IMS 

1J00JI 

IOB 7 

1747 

15148 

542 


*3 

♦.1 

•U 

*48 

-43 

*.1 

-3 

-.1 


gbbscals 


AM 

1546 


Al 

MJI. 

+1 

MU** 

1*41 

-U 

Mot 

mu 

•A 

VP 

4224 

~3 

VC 

117! 

-2 

■ kyr 

8UH 


ObUttW 

13U3 

-iB 


<376 

1 ++1 

a . 

16M 



TUB 

-2 

. 

m 

<72142 

•ax 

9WBTBCHW 


AttnO 

4UB 

*3 


43 44 33 

U - LI 

35 83 01 

U - L4 
81 - >» 
u 03 14 
47 £3 27 

« B “ 

34 84 8* 


Zfl 02 24 

u w a 

DJ 01 14 
IU U U 
IM M “ 
07 28 87 

u u n 
88 82 * 
257 84 J 2 
11.7 14 “ 

03 M “ 

ft* ‘ U 


Mitt 


80S 

10* 


U . EttOTOad 


.5 114 47 43 


FOOOPH3WCSB 


oBIktt 


on 

H40 
5827 
*U2 

r.i^.1 f HJI 

MHO *» 

7JI 
TUB 
Iftfi 


£0$ usntHnKH 

420 
MO 


-4 

-1 

*3 

-u 

- 12.1 

-.1 


POTOL 


74 83 Z* 
144 14 14 
34 0.1 1.1 

a« u U 
uua 

»2 Cl T.I 

43 ' 03 1.1 
83 U 57 

13 05 14 

475 U 14 

su u u 


187 24 01 
84 04 


HOOTMkl 


TW4 


tl «3 

18 * 

BUI 

142 

«* 

3*41 

*34 

SO* 

844 

flu 

1 M 4 I 


-a 781 U 81 

- 39 U 22 

44 U « 22 
4 HI W 22 
-4 44 11 22 

-4 31 14 14 

*34 U - 22 
if *3 12 11 

44 WEI 8t 24 

-J 894 TU 22 
J 1! U U 
47 284 43 U 


ttU 1U8 

BM VM 

018*138 822045 +1004 

U5 Sind B TUSOC +114 

+.1 


-4 HUM 
*2 1L1 24 U 


01 

01 

U 14 


08 8* 41 
-J 181 13 22 


WAora 


annHMEW. 


Amman 

041 

. 

14 

U 

LI 

OF MM 

IBM 

+14 

<4 

U 

U 

OHM 

UMI 

+14 

u 

M 

» 

M 

sn 

+1 

13 

04 

23 

FWftod 

US* 

*2 

M 

ox 

. 

Sttdn 

2551 

-14 

74 

03 

U 


PMaMacMKinanG 


•OM •44 


HEALTH CME 


u M SB* 4* 


3821 

238 


M 

/ttimii 

MbtoOT 

14170 

SOS 

4A 

74 

M 

oi 

22 

5S?" - 



wx 

4l 

U 

43 

U 



SUA 

B74 

1»t ‘ 

14 


24 

brH rm 


SCAB 

S40 

*x 

14 

V 

24 

PriCMbtriD 

1.1 

56 

5MA 

1041 
r DM 

-ll 

-4 

U 

74 

ft* 

u 

14 

55 




told ttipM by EriBt, pOTt <4 FT trior- 


ABNAMRO 


How will the liquidity of DM 
issues compare to those in ECU 
in the countdown to EMU?" 


the euro 
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Investors await Greenspan speech 


GCn^NMONT BONDS 

By Jenny Grant an London and 
Rfcbard Tsnddns to New York 

European markets fell 
slightly yesterday but trad- 
ing volumes were thin as 
investors awaited today's 
testimony to Congress by 
Alan Greenspan, chairman 
of the US Federal Reserve, 
and the outcome of the G7 
meeting in Paris to quicken 
pulses. 

US Treasuries were lower 
at midday as the market 
held its breath for Mr Green- 
span's comments, which are 
expected to touch on mone- 
tary policy and the pace of 
economic growth in the US. 


“He [Mr Greenspan] usu- 
ally gives something for 
everyone. He may point out 
that, the US economy’s 
strong, but that Asia’s hav- 
ing a retarding effect,” said 
James Mitchell, senior mar- 
ket strategist at Nomura. 

US TREASURIES were 
weak in light trading as cau- 
tion prevailed ahead of Mr 
Greenspan's testimony and 
the G7 meeting. At midday, 
the benchmark 30-year bond 
was down '/* at 1M£, yield- 
ing 5.8 per cent 

Among shorter-term issues 

the 10-year note was down & 
at lOO'/i, yielding 5.591 per 
cent; and the two-year note 
was down & at 99ft. yielding 
5.601 per cent 


Some investors opted for 
safety by reducing their 
holdings, on concern that Mir 
Greenspan might indicate 
that a rise in interest rates 
could come sooner than pre- 
viously thought- 
investors were also wor- 
ried that the G7 meeting 
could result hi intervention 
to stop the dollar's rise 
against the yen, increasing 
the scope for a rise in US 
interest rates. 

The recent rise in Trea- 
suries. which has taken the 
30-year bond yield to the low 

end of a month-long trading 
range, has been largely lied 
by the dollar’s strength. 

GERMAN BUNDS largely 
ignored a sharp fall in Ger- 


INTERNATIONAL CAPITAL MARKETS 

S&P cuts 
Russia’s 
sovereign 
rating 


man unemployment and 
April statistics showing 
weak industrial growth. 

Tbe 19-year September 
bund future settled at 107.52, 
down 0.19 points in volume 
of 330.000 contracts traded in 
Frankfurt 

Some economists have 
suggested the Bundesbank 
may raise Interest rates soon 
because countries with high 
rates on the so-called Emu 
periphery, including Italy 
and Ireland, may have trou- 
ble trimming rates as part of 
convergence given their rap- 
idly growing economies. 

However James McKay, 
chief European economist at 
Commonwealth Bank, said: 
“That is a fair argument but 


1 don’t think it is an over- 
riding one. If the Bundes- 
bank does all the tightening 
necessary this cycle, it less- 
ens the opportunity for the 
European Central Bank to 
establish credibility by being 
hawkish on inflation.” 

The ECB council held its 
first meeting yesterday but 
Wixn Duisenberg, Its presi- 
dent, said it had not dis- 
cussed monetary and infla- 
tion targets. 

UK GILTS closed lower in 
very thin trading volume, 
although a one per cent rise 
in April industrial produc- 
tion weighed on the market 

The 10-year September gilt 
future settled 0.10 lower at 
109.32. 


D-Mark issue 
by Argentina 


IFfTERNATlONAL BONDS 

By Edward Luce 

Argentina yesterday took 
advantage of the buoyant 
D-Mark sector with its sec- 
ond sovereign issue this year 
in that currency. Tbe DMlbn 
offering, targeted primarily 
at retail investors, completes 
roughly 75 per cent of the 
country’s 199S external fund- 
ing requirements. 

Owing to strong demand 
in the D-Mark denominated 
market. Argentina was able 
to tap the sector at a spread 
that was significantly lower 
than the margin on its dollar 
benchmarks. 

However, given the tighter 
swap spreads in D-Marks, 
this would not translate into 
as big a cost saving for the 
borrower as might seem 
apparent, said an official at 
Deutsche Bank, sole lead 
manager. 

“There is a much more 
positive tone in the D-Mark 
sector than in dollars,” said 


WORLD BOND PRICES 


the official. “The dollar mar- 
ket is much more jittery.” 

In addition, bankers said 
the DMark was benefiting 
from its widespread treat- 
ment as the de facto euro- 
denominated market in 
advance of European mone- 
tary union. 

The 12-year Argentine 
band, which was priced to 
yield 342 basis points over 
bunds, was trading flat to re- 
offer last night An official 
said about 80 to 90 per cent 
of the deal would eventually 
go to retail investors. 

JFM, the sovereign-guar- 
anteed Japanese municipal 
lender, also spotted the vir- 
tues of the D-Mark sector, 
issuing its first bond in that 
currency since 1995. 

The DM500m issue, also 
JFM's largest international 
nondollar bond, was priced 
to yield 25 basis points over 
the 10-year bund, represent- 
ing a significant pick-up to 
other AAA rated bonds. 

Austria's 10-year bench- 
mark, for example, is trading 


1 New international bond 
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By Edward Luce 


at a spread of less than 10 
basis points while Portugal’s 
is in the mid-teens. 

“Tbe Japanese are essen- 
tially price-takers not price- 
givers right now,” said one 
banker. 

The offering was lead- 
managed by Paribas and 
Merrill Lynch. 


FANNIE MAE took the 
sterling market by storm 
with only its second global 
offering in that currency. 

The one-year bond, priced 
to yield 30 basis points over 
tbe August 1999 gilt, follows 
the increase in UK interest 
rates last week. This pushed 
the spread of UK one-year 


BENCHMARK GOVERNMENT BONDS 
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BOND FUTURES AND OPTIONS 
France 
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gilts over the bund to a 
recent high of 270 basis 
points, thus attracting inves- 
tors back to the market 
HSBC, joint lead with Mer- 
rill Lynch, reported demand 
from Asian central b anks 
and UK institutions. The 
deal tightened to a spread of 
28 basis points after launch. 
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Standard & Poor's, the US 
credit rating agency, dealt 
Russia another blow yester- 
day when it downgraded the 
country's sovereign rating 
by one notch to B plus. 

The move, which follows 
three turbulent weeks for 
Russia on tbe international 
markets, reflects the “signifi- 
cant weakening of Russia's 
fiscal and external payments 
flexibility", said tbe agency. 

S&P said Russia’s declin- 
ing fiscal situation bad 
increased the government's 
re lian ce on external and 
domestic debt to sustain the 
widening budget deficit 

Tbe ratio of government 
debt to exports is expected to 
hit 156 per cent in 1998, up 
from 138 per cent last year 
and 126 per cent in 1996. Its 
debt service burden would 
almost double to 28 per cent 
from is per cent in 1996, tbe 
agency predicted. 

The move, which follows 
Russia’s visit to the bond 
markets Last week with a 
$ 1.251m issue, will almost 
certainly put upward pres- 
sure on the premium on its 
international debt 

S&P, which said the out- 
look for the new sovereign 
rating was stable, warned 
that Russ ia's financial situa- 
tion was constrained by con- 
tinuing tax and budgetary 
payments arrears. This 
would result in the “wide- 
spread use of money and 
barter substitutes” which 
would distort the business 
climate, it said. 

The agency, which came 
in for widespread criticism 
for allegedly having failed to 
anticipate the depth of the 
financial problems in Asia 
last year, also downgraded 
four Russian regions and a 
□umber of private sector 
companies. 
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UK BONDS 


Fresh sale of 

catastrophe 

securities 


By Christopher Adams 

h London and 

John Authors in New York 


A nascent market in 
catastrophe-linked securities 
benefited from a fresh injec- 
tion of Investor enthusiasm 
yesterday as USAA. one of 
the biggest residential insur- 
ers In the US. successfully 
negotiated the sale of S450m 
in hurricane bonds. 

The sale is the second by 
USAA, which began securi- 
tising its exposure to hum- 
cane losses in a ground- 
breaking S400rn transaction 
last year. 

Tins time, however, the 
issue is bigger and the 
investment return for buyers 
smaller, suggesting that 
interest in such products has 
grown. 

The deal has been priced 
anti should be closed next 
week. It was led by Goldman 
Sachs. Lehman Brothers, 
and Merrill Lynch. 

The USAA bonds, which 
have a life of llVk months, 
will pay an annualised yield 
of 400 basis points over 
three-month Libor, com- 
pared with 576 basis points 
last time. 

“The benchmark for wind- 
storm deals was lowered ear- 
lier this year by the $84m 
transaction for Centre Solu- 
tions and this is a compara- 
ble price when adjusted for 
size.” said a banker. 

Centre Solutions, part of 
tbe big Swiss financial ser- 
vices provider Zurich Group, 
completed the first sale of 
insurance-linked bonds tied 
to this year's hurricane sea- 
son in March. 

The securities were tied to 
losses from windstorms in 
Florida, the scene of the US 
insurance industry's biggest 
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loss when Hurricane Andrew 
struck. 

Securitisation transfers 
risk from tiro insurance to 
the capital markets. 8v off- 
setting risk in this way 
rather than through tradi- 
tional reinsurance, insur- 
ance companies may eventu- 
ally be able to reach a bigger 
market, enabling risk to be 
spread more widely and 
costs to be reduced. 

The proceeds from the lat- 
est bond sale will be held by 
a special purpose vehicle, 
which is providing reinsur- 
ance to USAA. 

Investors have agreed to 
pay 90 rents in every dollar 
of losses between $lbn and 
Jl.obn from a single US east- 
coast and Gulf of Mexico 
hurricane. 

While the latest sale gener- 
ated more demand from 
investors than last year, it is 
unlikely to be followed by 
many similar deals in the 
near future because of an 
absence of natural catastro- 
phes and declining prices in 
catastrophe reinsurance. 

Tbe vast majority of the 
buyers were capital markets 
investors, rather than rein- 
surers. Bankers said the con- 
cept could move to other 
forms of risk such as politi- 
cal and energy risk. 

It emerged this week that 
Fife, soccer's world govern- 
ing body, was seeking to pro- 
tect itself, possibly by issu- 
ing catastrophe bonds, 
against the risk of future 
World Cups being cancelled. 

Expectations are also 
growing that an SSOm trans- 
action protecting Yasuda 
Marine, a leading Japanese 
insurer, against the risk of 
insurance loss from 
typhoons may be completed 
shortly. 
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CURRENCIES & MONEY 


Cautious trading lets yen gain ground 


By Daniel Dontoey 

The yen recovered a little 
yesterday after hitting 
another seven-year low in 
early trading. 

A day after the currency 
broke through the Yl40 
mark, it fell to Y14I.35, 
before staging a muted rally 
to YI40.3 by the end of the 
London trading day. Daring 
early trading in New York, 
the currency- slightly weak- 
ened once again, to Y140.-L 

The yen has been hurt by 
worries about the depth of 
Japan's financial crisis and 
political inaction before up- 
coming elections. But the 
markets have become , cau- 
tious about possible inter- 
vention to rescue the Japa- 
nese currency. 

“There is an air of ner- 
vousness, since this is the 
week when the world’s great 
and the good are all slated to 
speak at some time," said 
Nick Parsons, chief currency 


strategist at Paribas. 

Yesterday saw a mr+at+ng 
of the Group of Seven dep- 
uty finance ministers, and a 
press conference by Wim 
Duisenberg, head of the 
European Central Bank. 
Today Alan Greenspan, the 
Federal Reserve chairman, 
w£Q testify before Congress 
and the Bundesbank's gov- 
erning council meets. 

But most eyes are still 
trained towards Tokyo. 
“Fear of • intervention is 
greater as the dollar comes 
off against the yen, not as 
dollar/yen goes up. People 
think that the Bank of Japan 
will go with the market." 
said Ur Parsons. 

“Volumes are considerably 
down on the last few weeks. 
Short-term investors are 
playing in tens and twenties 
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(millions of dollars), rather 
than hundreds and two hun- 
dreds, not wishing to be 

caught out." 

■ At his press conference, 
Mr Duisenberg said that 
money supply in the euro- 
zone was not growing exces- 
sively. Annualised money 
supply growth across the 
eleven countries is currently 
five per cent His remarks, 
indicating that interest rates 
under his stewardship of the 
ECB might not be as high as 
some think, helped the- dol- 
lar and the pound rise 
against the D -Mar k in late 
trading. 

Hie dollar ended European 
trading at DM L 780, com- 
pared with DML778 the day 
before, while the pound 
gained a pfennig to DM2PX3. 

Mr Duisenberg also said 
that ID to 15 per cent of the 
ECB reserves would be held 
in gold, but added that the 
bank bad yet to decide either 
what its minimum reserves 
should be or whether it 
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should hold any yen. 

Mr Duissn berg’s com- 
ments came on top of 
improved UK industrial pro- 
duction statistics and a Stan- 
dard and Poor’s downgrade 
of Russian sovereign debt. 
Both factors were seen as 
weakening the D-Mark, 
although it remained com- 
fortably wi thin its current 
trading range. 

Early in the day, the cur- 


rency had been boosted by 
the latest in a series of 
rumours of an Imminent 
Bundesbank rate bike. But 
the consensus in the mar- 
kets remains that any rate 
Increases will take place late 
in the year and the currency 
soon fell back. 

■ Other. Asian currencies 
recovered alongside the yen, 
but the Australian dollar 
continued to bump near a 
12-year low. Towards the end 
of trading in Europe yester- 
day, the currency stood at 
$0,593 against the US dollar, 
a little above the previous 
day's close of S0.5971. The 
Aussie has been hurt by the 
country’s growing current 
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account deficit 

Marc Chandler, currency 
analyst at Deutsche Bank in 
New York, said that the Aus- 
tralian dollar was likely to 
stay around its current lev- 
els for some time to come. 

"It wouldn't surprise me to 
see a bounce, since there is 
not much downside left in 
the currency." he said. “But 
it would be a limited bounce, 
to about 960J30." 

■ The fall-out from the yen's 
weakness was also high- 
lighted yesterday, when Dai 
Xianglong, governor of the 
Chinese central bank, call ed 
for Japan to strengthen its 
currency. 

Mr Dai said tbe Asian 
financial crisis had increased 
pressures on China's eco- 
nomic reforms and had hurt 
exports. But be stressed that 
the Chinese renminbi was 
stable. Many analysts are 
worried that if the yen con- 
tinues to slide, the Chinese 
will feel forced Into a devalu- 
ation, sparking a new crisis. 
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ReaLbme access to your accourt. Place orders for aR U.S. futures 
markets. Straight- to-th e-floor order routing option! 


MARGINED FX 


Global lorayt exchange spot and ionvard currency vansactions. 

LKHD'WALDOCK & COMPANY 

DUKKAfTT HOUSE • B-IS OB8WELL ST. • LOmmn K1Y 41V 


for Information In Die UK calh 
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London: 0171-247-1701 
Qcrmany: 0140-8 1 SI 00 
Austria 06 60 73 24 
FranCtt 08 OO 90 S3 43 
Switzerland: 08 OO 35 83 38 
Belgium: 0 BOO-184 44 
netfaerUndsi 064)22-7380 
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NOTICE TO HOLDERS OF 
UNITED MCHOEUECTRONICS CORPORATION 

US$16W»0,000 1^5% Bond* Due 2004 (the “Bonds") 

Pursuant to Claase 6 of ihc Thwr Deed between rbe Tneuee and 
United MknMdectnxncs Coqwnlkm (the “CofP p aeyn dated June 8. 1994 
Ithc'nw DhA *c hereby nodfy you that 

«) Punoaiu to ibe rejotarions adopted to iht Company ! iwal meei- 
ing of thaebalitara held an May 5, 1998. the Compaq? wifl diatr*- 
me a stock dividend of 0.29 common share* to r each common 
dare I kU by n thaceinlder. The record <tote for die tSvidend dunri- 
botion (the “Record Dae") ia let on June 16, 1998. The ament 
conversion price of the Bonds, in accordance with Clause 7(B) of 
the Tnia Deed, shall he adjured from NTS 1 9 m NTJ15". The im». 
ieak» price after adjustment will tnke effect as of June 17,1998. 

(3; Punuaar to Anide 16S of ibe ROCCftajpany Um. the Company 
taut dose its ttareboUen' register for tecontatkm for a period of 
5dsyr prior ra the Record Dote. Therefore, bo shareholder regum- 
lion will be made oo the Compnny'i Shareholders' Register 
b e i H tu i June 12 n Jane 16, 1998. la addhioa. no eonverfioa from 
B o ndholders wDl be aix^ted by the Company during die said 
period. 

(3) Pursuant to Cootfidoa 6fBXiv) of the Terms and Coodiiiont o( the 
Bomb, the Company wiD issae and ddJvcr by Inly 6, 1998 adtt- 
twaal 290 EnfaBemetn Ce rii&eaic s againu each 1.000 Eamkiocsa 
Cati £c* < « received w to be maaved by a Bo wfltnhlw who taer- 
oaei the eoaveminn right prior » June 1 3, 1998. 

*Htna Pnrswuir in Oaae 7(P) of the Tmst Deed, all ca k ntei on far 
•dpHtinem of the c onv ection pnoe shad be mode re die rast N.T. Dolhr 
with half or moreof aN.T. Dollar to be cooiidcred one NT. DoBer. 

IMTIED IttCROEUECTRONICS CORPORATOR 

By: Ad Robert Too 
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COMMODITIES & AGRICULTURE 


FARMING MOVE TO CURB GRAIN STOCKS 


Brussels to 
back increase 
in set-aside 


Al uminium group split on EU levy 


By Kenneth Gooding in Brussels 


By Michael Smith in Brussels 


The European Co mmis sion 
is today expected to back 
controversial proposals for a 
big increase in the amount 
or arable land to be taken 
out of production next year 
in an effort to curb an 
expansion in grain stocks. 

It will consider a ‘‘set- 
aside” level of 10 per cent or 
12 per cent. That compares 
with the existing 5 per cent 
and would be the first 
increase since compulsory 
set-aside was introduced In 
1993 as part of a reform of 
the Common Agricultural 
Policy. 

The commission's decision 
will set the scene for a 
heated debate at a meeting 
of agricultural ministers 
later this month. Germany is 
in favour of a doubling of 
set-aside but France is 
strongly opposed. 

The debate is sensitive 
because the commission, the 
European Union's executive, 
wants the set-aside system 
to be in effect ended in 2000 
as part of a new round of 
CAP reforms. 

The so-called Agenda 2000 
plans for CAP reform aim to 
make EU grain fully compet- 
itive on world markets, 
increasing the potential for 
exports and making set-aside 
redundant 

Many farmers oppose abo- 
lition and say the commis- 
sion's plans will not compen- 
sate them fully for a loss of 
set-aside payments. 

The compulsory set-aside 
system was set up as part of 
the last big reform of the 
CAP. The system initially 
involved 15 per cent of grain 
land, but has been progres- 
sively reduced since its 
introduction and has been 
operating at 5 per cent for 
the past two years. 

The system has achieved 
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Tonnes (ml 


ISC 90 84 95 » 37 

-93-94-95-06-07-98 


its aim of reducing grain 
stocks, which foil from 33m 
tonnes in 1993 to 3.5m tonnes 
by 1996. However, the com- 
mission says stocks will be 
up to 1-L8m tonnes by the 
end of this month, and with- 
out a change in the 5 per 
cent set-aside rate stocks 
will rise to 30m tonnes in 
1999-2000. 

World prices have been 
depressed recently and the 
EU's problems have been 
compounded by higher out- 
put, particularly of coarse 
grain, from central Europe. 

Today's meeting of the 20 
EU commissioners is said to 
be more likely to back 10 per 
cent than 12 per cent, 
though it is possible that a 
lower level could be agreed. 

The final decision will be 

made by farm ministers, and 
analysts say they are 
unlikely to agree to more 
than 8 per cent. 

Farmers in France, 
Europe’s biggest grain 
grower, believe they can 
export the crops grown on | 
land the commission wants I 
to set aside. Germany sup- 
ports a doubling of set-aside ; 
to prevent a collapse in j 
prices hitting its small farm- | 
ers. It is backed by Austria. 

With the rate at 5 per cent, 
about 1.9m hectares of EU 
grain land are kept out of 
production. 


Aluminium production in 
western Europe conld not 
keep pace with soaring 
demand last year, leaving a 
bigger gap than ever to be 
filled by imports, according 
to European Aluminium 
Association statistics. The 
t EAA indicated yesterday 
1 there were signs the gap 
would widen in 1998. 

This will provide more 
ammunition for those in the 
industry fighting for aboli- 
tion of the European Union’s 
6 per cent import duty on 
the metal. 

The association remains 
irreparably split on the Issue 
with two substantial mem- 
bers taking opposing views. 

Pechiney of France, 
Europe's biggest producer of 
primary aluminium, is 
implacably against removal 
of the duty, while Alcan of 
ftanflri* the world’s second 
largest producer, is leading a 
campaign against the duty. 

The EAA reported yester- 
day that primary aluminium 
consumption in western 
Europe last year jumped by 
11.2 per cent to 5.47m tonnes 
while production increased 
by a more modest 3.5 per 
cent to &3ra tonnes. 

Consequently, imports of 
the metal rose from about 
1.75m tonnes to 2.2m. 

Kurt Wolfensberger, chair- 
man of the EAA. said there 
would be a further increase 
in consumption this year 
because “the lively market 
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continued into 1998”. Pro- 
duction would be only 
slightly hi gher 

Mr Wolfensberger said 
there was “no visible 
Impact” on the European 
aluminium industry from 
the Asian economic crisis 
and that al umini um prices 
had been forced down too far 
by worries about Asia. 

Present “grossly 
depressed" prices were likely 


to hold back investment 
needed in new production 
capacity, he added. 

“World aluminium 
demand [this year] will 
strongly benefit from the 
accelerating pace of the 
European business cycle. 
The financial problems of 
the Far East are not expec- 
ted to seriously affect global 
aluminium demand as in 
most south-east Asian coun- 


tries per capita consumption 
is still relatively low. albert 
on the increase,” he said. 

Although western world 
aluminium consumption, 
which grew by 6 per cent in 
1997, was likely to stagnate 
this year, supply and 
demand would remain in 
haiar>w>. he insisted. 

Mr Wolfensberger said the 
transport, building and con- 
struction industries. 


together with packaging, 
continued to be the main 
moy kete for aluminium ana 
use of the metal in engineer- 
ing and electrical engineer- 
ing also showed excellent 

growth- . . 

In the past 10 years, the 
aluminium content to an 
average car had increased by- 

more than 30 per cent, from 
60kg to 85kg. Driven by the 
significant weight reduction 
aluminiu m offers, car mak- 
ers would almost certainly 
increase their use of the 
metal and be had every con- 
fidence in forecasts that the 
average car would contain 
130kg by 2005 - another 52 
per cent increase. 

The industry was also 
benefiting from a dramatic 
rise in the number of Cast 
ferries and cruise ships com- 
ing into service. Aluminium 
had become the main mate- 
rial for fas t ferries, which 
are “weight critical struc- 
tures” capable of operating 
at speeds up to 55 knots. 

Aluminium was also being 
used for the superstructures 
of new cruise ships because 
“the popularity of sea-facing 
cabins with balconies has 
rnarifl it essential to lighten j 
the upper decks of these I 
huge vessels to T"*i nta in sta- , 
bffity". 

Aircraft were another big 
market for aluminium. The 
association predicted an 
nnnnnl growth Tate trf 800 to 
900 commercial aircraft with 
100 seats or more compared 
with 400 in 1995. 


Gold falls 
on ECB 
reserves 
consensus 
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MARKETS REPORT 




By Kenneth Gooding 
and Robert Cortina 


India misses target for mango exports 


By Kanal Bose in Calcutta 


Failed crops have thwarted 
India's ambition to Uft 
mango exports by 25 per 
cent to 33,750 tonnes this 
season. 

“The target given by the 
Agricultural and Processed 
Fruits Exports Development 
Authority earlier this season 
has become irrelevant, as 
the foreign buyers are com- 
plaining about the high 
prices of Indian mangoes,” 
said Om Ladla. a trade offi- 


cial. "Besides the short crop, 
the quality of Indian 
mangoes is not up to the 
mark this season,” he added. 

India is the world's largest 
producer of mangoes but the 
country’s mango-producing 
states say the crop will be 
less than 7m tonnes this 
year compared with nearly 
llm tonnes in 199697. 

Production of Alphonso. 
Totapurl. Banganapalli and 
Rnriami mangoes, which are 
exported to the UK. the Mid- 
dle East and south-east Asia. 


hn« fallen 70-75 per cent, and 
prices are up between 100 
per cent and 200 per cant 
The crop devastation is 
being blamed on nnspawmai 
rain in November and 
December, which caused less 
Dowering and pollination. 
Hail storms and high tem- 
peratures in February and 
March damaged crops in 
Andhra Pradesh, Maharas- 
dhra, Tamil Nadu and Uttar 
Pradesh. Crops were also 
lost through blossom blight 
and other viruses. 


The acute shortage of 
mang oes and rising prices 
has put pressure on the 
farmers to harvest the crop 
while it is still too green. 
According to the Andhra 
Predesh horticultural depart- 
ment, early harvesting has 
harmed the fruit quality. 

“We are looking at the car- 
rent year as a bad dream,” 
said an exporter. “India, 
which produces more than 
250 varieties of mango and 
which accounts for more 
than 60 per cent of the world 


crop in a normal year, 
should be able to give a big 
boost to export next year,” 
be said. 

Trade officials want gov- 
ernment support to popular- 
ise Indian mangoes in the 
EU and the US. ■ 

However, scientists say 
future export success will 
depend on India’s ability to 
introduce vigorous quaran- 
tine procedures and post-har- 
vest technology. The post- 
harvest loss of mangoes in 
Tndia is 45 per cent. 


Gold dropped sharply 
yesterday after Wim Duisen- 
bog, president of the Euro- 
pean Central Bank said that 
although a decision still had 
to be made about the 
amount of gold to be in the 
new bank’s reserves, a con- 
sensus among central bank 
governors was that the 
metal should represent 10-15 
per cent of reserves. 

The price, which had risen 
strongly this week and 
reached 5298 a troy ounce at 
one point yesterday, fell to 
$292.30 before recovering a 
little in late London trading. 

“Some may argue that the 
central bank consensus Is 
disappointing,” said Alex 
Wood at Flemings Global 
Mining Group, “but a vote 
against gold would have 
been disastrous." 

Brokers GNI argued that 
the reserve issue was a red 
herring. It said: “The real 
issue is the degree to which 
national central banks can 
conduct transactions with- 
out informing the ECB.” 

GNI said that greater 
autonomy among the banks 
would probably lead to big- 
ger quantities of gold being 
sold. 

Crude oil prices also fell 
sharply- Brent Blend for 
July delivery’ was quoted at 
$13.42 a barrel in late trading 
on the International Petro- 
leum Exchange, down 80 
cents on Monday's dose. 

The fall coincided with 
intense Saudi efforts to 
secure additional commit- 
ments from Gulf oil export- 
ers to cut output 

Ali Naimi. the Saudi oil 
minister, said he was confi- 
dent other producers would 
add to the 450.000 barrel a 
day cut agreed last week 
during secret talks in 
Amsterdam between Nairn! 
and his Mexican and Ven- 
ezuelan counterparts. 
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COMMODITIES PRICES 


BASE METALS 


LONDON METAL EXCHANGE 
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LONDON SPOT MARKETS 
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ACROSS 6 

1 Display type of toflecy that 
should stt^j sweating 0 - 11 ) 

10 Surprise defeat appears 7 

alien, after periods of suc- 
cess (5) 8 

11 Series described thus - 

popular in trifling area 
(U) a 

12 About a dozen fi irffe l forget- 
ting old solo poftataance is 
CO 

13 I resisted advances mad e. 17 
rejecting a red rose ( 7 ) 

14 Have the benefit of having 
seen Joyce for a short spell 18 
(5) 

16 “It” girls converted a queen 19 
- fc this harder to swal- 
tow?(9) 

19 Cause to go into the red, \ 21 

perhaps cheekily? (9) ^ 

20 Dismiss one result of defor- 
estation (5) on 

22 Vulnerable divorcee was 24 
showing off (7) 

25 In case of defamation, art- 
ist died politician (7) 26 

27 Relaxing when one has the 
time (2,7) 

28 Legal, sacking leader of 
poor quality (5) 

29 Possibly banker we backed 
worked hard to introduce 
innovation (5&B> 

DOWN 

2 Describing prisoner's post, 
identifying carefully 
Planned crime (6,2) 

3 Say “excuse me" and 
induce road rage? (3^) 

4 Lost again, frantically 
wanting to go home (9) 

5 Some study Latin, going 
over where it originated (5) 


Old Greek writer fc grip- 
ping. therefore on toe box 

Marks made where a vein 
has burst? (5) 

With spiritual guidance, 
perhaps player makes a 
pile (7) 

Easily aroused, mostly be 
finds a tart (6) 

Standard comparable with 
London police staff (9) 
Popular diving-birds Qy up, 
left to nest in lonely peak 
19) 

Touched upon brief descrip- 
tion of pain-killer (9) 

You heard of writer 
Charles’s most cherished 
possession? (3.4) 
Continuously supply with 
beer to be drunk deeply? 
On the contrary (6) 

Beating the seeds..,. (8) 
-..-given the devil of a 
chance to get the advan- 
tage® 

from the samovar, brewed 
ap a bit of cheer! (5) 
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Footsie clings to 6,000 in spite of profit-taking 
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MARKET REPORT 

By Peter Jobe 


Profit-taking rather than 
mixed economic data 
ensured that the London 
market came off the boil yes- 
terday. 

After pushing the FTSE 
100 Index up 177 points In 
the previous two sessions, 
traders were keen to take 
some of the heat out of the 
market. 

Following a fall in the 
Hang Seng and some slip- 
page in the New York equity 
market, London started 
weakly, setting the pattern 


for the day, but there were 
still some encouraging signs 
of strong support levels. 

The Dow Jones Industrial 
Average held above 9,000 for 
the extent of the London 
trading session. And Footsie 
was down 34 points at worst, 
but U never dipped below 
6 . 000 . 

The index ended the day 
18 lower at 6,019.8. in spite or 
continued buying of the 
heavyweight pharmaceutical 
stocks. But the pressure at 
the top was not felt lower 
down the chain. 

The FTSE 250 reached a 
new intra-day peak of 5 .970.3 
and ended the day 6 .3 higher 


at 5,996.6, a new record close. 
The index responded to the 
latest bid in the hotel and 
brewing sectors. 

News that Thistle Hotels 
had received an approach 
followed announcements 
late last week that Vaux and 
Ushers had also been 
approached. The SmallCap 
index also ended marginally 
higher. 

Meanwhile a chart special- 
ist at Investment Research 
of Cambridge said a break* 
out in the FTSE All-Share 
index suggested the broad 
index could now easily rise 
another 100 points. 

A potential macro- 


economic impact on the mar- 
ket came from manufactur- 
ing and retail sales figures. 

The British Retail Consor- 
tium said May's high street 
sales rose only 3.7 per cent 
year on year compared with 
the 5.7 per cent rise achieved 
in April. 

'These figures." said Mich- 
ael Saunders of Salomon 
Smith Barney, “together 
with the CBI retail survey, 
point to a further slow- 
down." 

The anti-inflationary sig- 
nal from the sales figures 
was slightly offset by a one 
per cent jump In industrial 
production in April, the big- 


gest gain for almost a year. 

However, that blip was 
accounted lor by a 7 per cent 
increase in utilities output, 
seen as weather-related. 

And one analyst said the 
anmnil growth rate was slid- 
ing into negative territory 
for the first time in almost 
two years, with output drop- 
ping in fuels, metal and food, 
drink and tobacco. 

However, dealers said the 
market was principally 
treading water following 
Monday’s sharp rise. 

June Is traditionally quiet 
and traders predict even 
more stagnation this year as 
the World Cup grabs the 


market’s attention. There 
was also a lull ahead of 
today’s speech by Alan 
Greenspan, the US Federal 
Reserve chairman, to the 
joint economic committee of 
Congress. 

With investors hoping the 
UK has reached the top of its 
interest rate cycle, there will 
be keen interest hi any bints 
about US rates. 

Volume by 6pm was just 
under lbn shares, relatively 
high by recent standards. 
The turnover was strongly 
skewed towards non -Footsie 
stocks. The blue-chip index 

accounted for 40 per cent of 
the day’s total 
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Hotel 
bidders 
book in 

COMPANIES REPORT 
By Martin Brice and Joel Kfbazo 

The statement by Thistle 
that it had received a num- 
ber of approaches boosted 
the bid speculation that has 
centred an the hotels sector 
this week. 

Thistle was the best per- 
forming stock in the FTSE 
250. as it rose almost 19 per 
cent or 37 to 237' -ip In busy 
trade of Sm. Some analysts 
have said the company is 
unlikely to be bought for 
less than 2S0p a share, while 
the emergence of other bid- 
ders could see the take-out 
price rise even further. 

Takeover ferment spilled 
into the blue chips, with 
Ladbroke the best performer 
in the FTSE 100 as the 
shares gained almost 6 per 
cent or 19*4 to 355p as a brisk 
9.4m changed hands. 

Vaux. which has also been 
approached, gained I 1 * to 
356p while Stakis, seen as a 
potential bidder for the 
regional brewer, gained 5 to 
138p. Jarvis Hotels, helped 
by strong results, was up 
13' i at 191' a P . 

The sector Is seen by ana- 
lysts as ripe for consolida- 
tion, with hotel companies 
trading on low earnings mul- 
tiples and US investors 
ready to seek out assets 
available for lower prices 


than currently seen at home. 

Dresdner Klein wort Ben- 

son. which box highlighted 
the probability of a move 
Into the UK hotel market by 
US real estate investment 
trusts, yesterday advised cli- 
ents to buy Stakis and 
Greenalls, which rose 8 to 
538p. It also recommended 
Sears, from which SelMdges 
is to be demerged next 
month. Selfridges owns a 
220-bed hotel. Sears, to 
which Kleinwort is broker, 
saw brisk trade of 2m 
although the shares were 
unchanged at 65* ;p. 

Investors piled into Glaxo 
Wellcome ahead of a key- 
note speech by the compa- 


ny’s chief executive at a US 
global healthcare conference 
hosted by Goldman Sachs. 
The shares jumped 49 to 
£17-63 following busy trade 
of 6.1m. 

Also, sector specialists are 
awaiting details about 
Glaxo’s new Aids formula- 
tion at the international 
Aids conference in Geneva 
later this month. 

The new drug. Abacivtr, 
could be on the market by 
the end of this year and 
Goldman, which is positive 
on the stock, projects sales 
of around £45Gm per year. 

However, not everyone is a 
fan of the international phar- 
maceuticals gian t Dresdner 
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Kleinwort Benson was 
reported to have warned 
that interim results will be 
poor with both sales and 
operating profits down. It 
reiterated its “sell” stance. 

The broker is also cautions 
on Zeneca and traders said it 
warned that first-half figures 
will be depressed by the cost 
of launching new products, 
particularly Accolate and 
Seroquei. Zeneca fell 26 to 
£26.34. 

Kleinwort is positive on 
.S mith Klin e Beeduun, which 
improved 8 to 700p. The bro- 
ker highlighted the attrac- 
tions of the stock. It also 
upgraded its stance on the 
sector to neutral from under- 
weight. 

Dealers said Dresdner 
believes strong US economic 
growth will boast budgets 
for healthcare management 
organisations leading to 
higher spending on drugs. 

The sector was also attrac- 
tive for defensive reasons 
and the prospect of merger 
activity. 

British Biotech continued 
to fall following an 
announcement by the com- 
pany's own brokers on Mon- 
day that its 43p-a-share valu- 
ation could be too high. 



World 
Links for 
Development 


a tvonlcL tearuuMQ. 


The World Links for Development Program is a global collaborative learning program 
sponsored by the World Bunk. The Program links secondary-level students and teachers in 
developing countries with their counterparts in industrialized countries, via the Internet 
lor two-way teaching and learning. 

The objectives of the World Links for Development Program are to: 

■ Improve and expand educational opportunities for students in both developing 
and industrialized countries. 

■ Build capacity for developing countries to use information technology 
for economic and social development, and 

■ Facilitate cultural understanding among youth around the world. 

Over the next three years the Program aims to reach 1,500 schools in 40 developing coun- 
tries involving at least as many schools in industrialized countries. 

The World Links for Development Program is seeking corporate, public and non-govern- 
mental financial and in-kind support to complement the S2 million annual grant financing 
allocated by the World Bank. In-kind support is particularly needed for basic information 
and communication technology equipment (computers, printers, modems, ethemet cards, 
hubs, network cable, etc.), to establish school-based, networked, on-line computer labs. 
For interested corporate sponsors the World Links for Development Program offers sig- 
nificant public relations and business development opportunities in emerging markets, in 
Latin America, Africa Eastern and Central Europe, and Asia. 


Interested corporate sponsors should contact: 
Sam Carlson, WorLD Programme Manger 
202-473-7561 (tel.), 202-6764)961 (fax), scarlson@worldbank.otg (e-mail) 
Elizabeth Ashbourne, WorLD Programme Partnership Coordinator 
202-458-5247 (tel.), 202-522-1714 (fax), eashboume@worldbank.org (e-mail) 


Yesterday the shares surren- 
dered another 814 to 39Kp. 

It was a poor session for 
two water companies that 
reported results yesterday. 

Sevan Trent recorded the 
the bigger fall of the two as 
the market expressed disap- 
pointment at underlying 
profits below market expec- 
tations. There was also dis- 
appointment at the lack of a 
shame buy-back. The shares 
fell 4614 to 998'Ap. 

Wessex drifts 

A weaker- than -expected 
performance in its non- 
regulated activities disap- 
pointed dealers In Wessex 
Water, leaving the shares to 
drift down 414 to 479yip. 

Richard Alderman at Mer- 
rill Lynch advised clients to 
reduce holdings in both 
stocks suggesting a period of 
underperformance ahpari of 
the sector pricing review for 
the period 2000 to 2005. The 
first consultative paper is 
due in October. 

The recent surge in public 
transport stocks seemed to 
run out of steam as analysts 
suggested any good news 
from the forthcoming gov- 
ernment white paper was 
already in the price of lead- 
ing stocks, while reports 
that it had been postponed 
until the end of July 
weighed on sentiment. 

Rail track was off 53 at 
£13.57, one of the worst per- 
formances in the Footsie. 
Stagecoach, seen as likely to 
be in the Footsie later this 
month, was down 72% at 


£13.90, one of the worst per- 
formances in the FTSE 250- 

One team of transport ana- 
lysts said yesterday that 
recent outperformance by 
bus companies could lead to 
disappointment for share- 
holders if the white paper 
fails short of expectations. 
National Express was off 
41% at £10.74. 

One bus stock that 
resisted the downward trend 
was Metroline, which rose 6 
to 282%p on talk Stagecoach 
mi gh t he eyeing it. 

Misys showed no signs of 
faltering in its advance. The 
stock gained 117 to £35.50. 
where it stands at about 55 
Hmw thi« year's earnings. 

Further signs of strength 
among information technol- 
ogy stocks came from Trace 
Computers, which rose 14 to 
153%p after it said pro fi ts for 
the year to May would 
exceed the £lm expected by 
the market 

Servomex fell © to 247%p 
after the electronics group 
warned it had suffered a sig- 
nificant downturn in orders 
in the second quarter. This 
would adversely affect 
interim profits. 

Omnimedia, the multi- 
media company that has 
been one of the Alternative 
Investment Market's worst 
performers, was suspended 
at 2%p, up half a penny on 
the session, pending a possi- 
ble reverse takeover of the 
group. 

Paints group Kalon was 
the worst performer in the 
FTSE 250 index, shedding 38 
to 146%p, after it said sales 
in the UK and France had 
failed to meet expectations 
in May and the outlook for 
June, normally one .of 'its 
best months, was uncertain 
because of the World Cup. 

Iceland fell 7% to 2S8%p as 
the frozen food retailer 
revealed that Malcolm 
Walker, chairman and chief 
executive, bad sold 990,000 
shares at 254p each. Deputy 
chairman Bernard Leigh 
sold 450,000 shares at the 
same price. 
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MARKETS 


Greenspan and G7 give pause for thought 


EMERGING MARKET FOCUS^ . , 


woRuapypyiEW 

Uncertainty stalked the 
world's financial markets 
yesterday, ahead of Alan 
Greenspan's testimony to 
Congress and a G? meeting 
in Paris, writes Philip 
Coggon, 

Investors were concerned 
that the US Federal Reserve 
chairman might indicate 
tbat the time had come for a 
tightening tn US monetary 
policy and they wondered 
whether the leading nations 


might decide to produce a 
package to support the Japa- 
nese yen. 

The yen's weakness - it 
briefly fell below Y 141/5 yes- 
terday - Is a mixed blessing 
for equity markets. It threat- 
ens the stability of other 
Aslan currencies and stock 
markets. But the corollary, 
the dollar's strength, is good 
news for European bourses 
because of the boost to 
export prospects. 

A s is normally the case 
when the immediate outlook 


is uncertain, share prices 
drifted lower as investors 
decided to sit on their hands 
and await some concrete 
news. Europe's markets lost 
sight of the record levels 
they reached on Monday, 
although the declines in the 
leading markets of Frankfurt 
and Paris were modest 
Germany's seasonally 
adjusted unemployment 
level fell by G0.000 in May, 
but that sign of economic 
recovery was offset by a 
1 arger-than-expected CLfi per 


cent monthly drop tn Indus- 
trial production. 

The Russian market was 
one European casually, fall- 
ing 4J per cent after Stan- 
dard & Poor’s cut the coun- 
try’s long-term foreign 
currency debt rating. 

In Asia, the biggest hit 
was taken by the red chips - 
China-linked stocks listed in 
Bong Kong - on tears that 
the* Chinese renminbi would 
be forced to devalue in the 
light of recent yen weakness. 
Currency worries also 


weighed on stocks in- Korea 
mid Taiwan. 

Wall Street opened 
weakly, with the Dow Jones 
Industrial Average quickly 
failing 50 paints after Mon- 
day’s 31-paint drop. But the 
Dow- seemed to be comfort- 
able above the 9,000 leveL 

The Bank for International 
Settlements, the interna- 
tional organisation of central 
banks, has sounded some 
cautious notes about the 
level of global stock markets 
In its latest report On the 


i ss ue of profits, the report 
says: “At. .the present junc- 
ture, explicit earnings pro- 
jections do hot suggest an 
order of designation that 
would warrant the designa- 
tion of a “new era'.” 

The BIS sees current high 
equity valuations as being 
related to declining returns 
an substitute assets, such as 
bonds* “Should bond prices 
themselves be subject to 
some reversal, then stock 
prices too would have to be 
reassessed," it said. 


Lagos looks to 
life after Abacha 


Dow dips as Endesa pulls Madrid down 
leading stocks 
move lower 


AMERICAS 


US equities moved lower in 
early trading with losses 
among blue chips partly mit- 
igated by stronger tech 
shares, icrites John Lobate in 
New York. 

“The S&P 500 just turned 
marginally positive, and I 
think that we're going to see 
very little movement on the 
major averages ahead of Mr 
Greenspan's testimony 
tomorrow," said Bill Mee- 
han. chief market analyst at 
Cantor Fitzgerald in 
Connecticut. 

By early afternoon the 
Dow Jones Industrial Aver- 
age was down 18.93 to 
9,050.67, while the broader 
Standard & Poor's 500 had 
gained 1.09 to 1,116.81. 

US Treasury prices turned 
down ahead of Mr Green- 
span's testimony. The bench- 
mark long bond fell *.i to 
104 it- sending the yield 
higher to 5.80 per cent 

Many high-tech sectors 
pushed higher, including 
computer and semiconductor 
chip makers. The Pacific 
Stock Exchange's technology 
index rose 2.93 to 337.50. 
while the Nasdaq composite, 
which is heavily exposed to 
technology shares, was up 
8*34 to 1,796.11. 

Banking shares were lower 
a day after one of the biggest . 
takeovers in the history of 
the industry. Shares of 
Norwest fell Sl'-* to $35n, 
while Wells Fargo was down 
$l7*i or almost 5 per cent to 
$348* The Philadelphia stock 
exchange's banking index 
was off 6.62 at 850.56. 

However. US Bancorp, 
which had been widely seen 
as a possible bidder for Wells 
Fargo, gained $f a to $40£ 
after announcing a $2.5bn 
share buyback programme. 

Browning-Ferns, the waste 


management company, 
climbed 5% to 536% after CS 
First Boston raised its rating 
to “buy". In the retail sector, 
Dayton Hudson lost 50 cents 
to $50% after the company 
released May same, store 
sales figures. 

Polaroid shares slipped 5& 
to 539 A after Donaldson, Luf- 
kin & Jenrette lowered its 
rating. 

Internet company CNET 
surged 30 per cent or |10£ to 
$43£ after NBC said it would 
acquire an equity stake in 
the company. 

Ascend Communications 
rose $1% to $48% on news 
that the company was to be 
included in the S&P 500 
index. 

Intel was modestly higher, 
up 50 cents to $69g, a day 
after the federal government 
announced its antitrust law- 
suit against the world's lead- 
ing semiconductor producer. 

TORONTO drifted lower in 
early trading with the 300 
composite index off 2.72 at 
4.20LS6 at noon. 

Golds and banks set the 
tone, moving modestly lower 
in thin volumes, and there 
was some unsettling news in 
the shape of a profits warn- 
ing from Moore Corp. 

Moore, a business form 
specialist, forecast losses for 
the second quarter of this 
year - the actual results are 
due in the third week of July 
- and the shares tumbled 
C$1.40 to a fresh low for the 
year of C$19.15. 

Among golds, Barrick lost 
30 cents to C$28 and Placer 
Dome 35 cents to C$18.10. 
Royal Bank of Canada came 
off 30 cents to C$88£5 and 
Bank of Nova Scotia 25 cents 
to C$37.25. 

Upbeat contract news sent 
Northern Telecom higher, 
lifting the shares C$2 to 
CS9A50. 


Bovespa loses ground 


SAO PAULO traded 
narrowly in dull turnover 
with the benchmark Bov- 
espa index off 60 at 10.480 at 
midsession. Activity was 
fairly minimal, not helped 
by the fairly directionless 
start on Wall Street. 

Leaders lost ground across 
the board. Telebras gave up 
0.2 per cent at R$ 135.70 
ahead of the announcement 

- widely expected tomorrow 

- of the minimum sale price 
Tor the upcoming privatisa- 
tion of the telecommunica- 
tions giant 

Elsewhere. Petrobras shed 


0.4 per cent to R$246 and Ele- 
trobras came off 1J5 per cent 
at RS39.90. 

MEXICO CITY continued 
to drift lower. Market heavy- 
weight Telmex. a strong 
market on Monday, met with 
modest profit-taking, slip- 
ping 10 centavos to 21.60 
pesos. The IPC index was off 
39.37 at 4,558.72 at 
midsession. 

CARACAS turned visibly 
lower on the latest batch af 
negative news from world oil 
markets. At midsessfon. the 
IBC index was 69.93 or 1.2 
per cent lower at 5,955.95. 


BiROPE 

Weakness in Endesa shares 
dragged MADRID lower, 
with the general index end- 
ing down 18.04 or 2.1 per 
cent at 877.16. 

Endesa, the electric utility 
that has completed a $7 Jbn 
privatisation programme, 
dropped PtalTO or 4.9 per 
cent to Pta3,275. 

More than 300m new 
shares started trading yes- 
terday and many subscribers 
cashed in their holdings. The 
shares led the most actively 
traded stocks list. 

Endesa's decline hit 
Iberdrola, another electric 
utility, which closed down 
Pta80 or 3.3 per cent to 
Pta2,355. 

Other bine chips were 
down with Telefdnica losing 
Ptal20 to Pta7,070. Banks 
were also lower, with BBV 
down Pta230 to Pta7,700 and 
Santander retreating Ptal20 
to Pta7.830. 

PARIS edged lower in a 
fairly directionless session 
for both cash and futures 
markets, and the CAC 40 
Index ended off 2.72 at 

4J20I.86. 

Lafarge and LVMH led the 
retreat with the cement 
leader falling FFr30 or 4.7 
per cent to FFr615 and 
LVMH coming off FFr35 to 
FFTL320 on currency worries 
in Asia, where the luxury 
goods group has a big cus- 
tomer base. 

Usinor fell FFrl.50 to 
FFrl06.60 after disclosing a 
steep rise for borrowings and 
also that it was one of four 
companies in the running to 
bid for Belgian steel rival. 
Cockerill Sombre. 

Oils were dull with Total 
losing FFr17 to FFr773 and 
Elf Aquitaine off FFrl at 
FFr858 in line with softening 
international oil prices. 

De Dietrich, which is 
caught up in a bid auction 
for Austrian rail group VAE, 
tumble d FFr20 to FFr400. 

FRANEFUKT traded nar- 
rowly in thin volumes to end 
the electronic session with 
the Xetra Dax index 13.38 
lower at 5,773.77. 

Henkel was a firm feature, 
rising DM5.80 to DM181.25. 
Volkswagen also managed to 
cling to the upside after a 
German nm gaginp suggested 
that the motor giant was set 
to forge commercial vehicle 
links with Renault 

VW was quick to deny the 
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story, but the shares 
improved DM9 to DM1,525. 

BMW was one of the day’s 
bigger casualties, falling 
DM70.40 to DML9G0.60. 

ZURICH turned lower fol- 
lowing another unhappy ses- 
sion for Roche where recent 
negative product news has 
unsettled sentiment 

The shares dropped SFr215 
to SFrl4.030 for a two-day 
decline of 3^ per cent 

Drugs generally woe dulL 
Novartis shed SFr24 at 
SFr2,525. Nestld gave up 
SFrl9 at SFr3,229. The SMI 
Index closed off 26.6 at 
7.716A 

BRUSSELS edged higher 
to close at a record led by 
Cockerill Sambre, the steel 
maker seeking a tie-up. 
Weakness in banking shares 
capped the benchmark's 
gain and the Bel-20 index 
Closed L21 higher at 3^3522. 

Cockerill surged BFr23 or 
10.6 per cent to BFr241. Hoo- 
govens of the Netherlands, 
Aibed of Luxembourg, Usi- 
nor of France and Thyssen 
Krapp of Germany are seen 
to be possible partnership 
candidates. 

A shortlist Is sch ed uled to 
be drawn up by the end of 
June with a final decision 
made in early September. 

Tractebel, the utility, 
dosed up BFr240 or 4.8 per 
cent to BFr5,200 after the 
announcement of its Scandi- 
navian electricity joint ven- 
ture. 

Profit-taking hit Fortis, the 
Belgo-Dutch financial group, 
which closed down BFr43Q or 
4-3 per cent at BFr9^10. 

The group won the bidding 
war against ABN Amro over 
Generate Bank, which fell 
BFX750 to BFr26J550 over the 
weekend. 

Traders said investors 
regarded the offering price 


Rate fears weaken Jo’burg 


SOUTH AFRICA 


Golds ticked higher, but the 
broad market in Johannes- 
burg continued to lose 
ground as investors worried 
about an increase in interest 
rates. 


At the dose, the all share 
Index was off 59,9 at 7.386A 
Industrials shed m.i to 
8,912.8 and financials , led by 
clear weakness among 
banks, fell 209 to 13,169.3. A 
better day for bullion sent 
golds up 33.8 to 887.4. 


HK sinks in currency storm 


ASIA PACIFIC 

Investors in HONG KONG 
nervously tracked the cur- 
rency markets, and the Hong 
Seng index ended 195.17 or 
2.3 per cent lower at A391.46. 

“Everyone is watching the 
yen and the yuan [ren- 
minbi]." said one broker. 
China stocks fell heavily, 
taking the red-chip index 
down &54 per rant and H 
shares 6.8 per cent lower. 

Among China stocks, 
Shanghai Industrial lost 
HKSl.35 to HK$17.S0 and Bei- 
jing Enterprises shed 
HKS1.15 to HKS10.65. Market 
heavyweight HSBC dipped 
50 cents to HK$90. 

The trading day was short- 
ened by storm warnings and 
turnover trailed away to 
HKS3.3bn. against HKS4.6bn 
on Monday. 

TOKYO responded to 
hopes that the weak yen 
would boost exports with a 
rise of 170 or 13 per cent to 
15330.17 on the Nikkei 225 
Average, writes Alexandra 
Harney bi Tokyo. 

Volumes remained thin at 
310m shares, but the bench- 
mark ended at Us best level 
of the session. The low was 
15.316.43. The Topix index of 
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first-section stocks gained 
0.86 per cent or 10.32 to 
1208.68. The Osaka index 
closed up 138 at 16301. 

Electronics stocks were 
clear beneficiaries of the 
weak yen. Fujitsu jumped 
Y44 or 3 per cent to Yl.530 
following news of a plan to 
develop servers with Intel, 
the US computer chip leader. 
Reports that Sharp intended 
to increase output helped 
the stock up Y58 or 5.6 per 
cent to YI.09S. Hitachi 
improved Y20 to Y908. 

Overall, the banking sec- 
tor was little changed, up 0.2 
per rant with many stocks 


weighed down by specula- 
tion about bad debts. 

Rumours circulated that 
the Long-Term Credit R ank 
might can off its tie-up with 
Swiss Bank. LTCB denied 
this strongly, but still led 
the exchange in volume to 
close 7.7 per cent, or Y14, 
lower at Y167. Nfltko Securi- 
ties came off Y8 at Y592. Nip- 
pon Credit Bank dropped Y4 
to Y122. 

The yen also got behind 
motor stocks. Mazda rose 
Y15 to Y471 and Toyota Y40 
to Y3.400. Nissan softened 
slightly, retreating Y4 to 
Y407. 

KUALA LUMPUR met 
with bargain-hunting after a 
better day in the foreign 
exchanges far the ringgit. 
The composite index gained 
7.85 or 1.6 per cent at 505.64. 
Blue chips led the rally with 
Telekom gaining 30 cents to 
M$7.60 to account for nearly 
30 per cent of upturn far the 
benchmark index. 

SEOUL was overshadowed 
by worries about the yen 
and the impact that the 
weak Japanese currency is 
having on South Korea’s 
export competitiveness. 

Samsung Electronics tum- 
bled 4.8 per cent to 


Won46,000 and POSCO lost 
2.3. per cent to Won46.800. 
The Kospi index retreated 
6.66 or LS per cent to 339.22. 

TAIWAN retreated as the 
Taiwan dollar fell to an 11- 
year low in early trading. 
The weighted index ended 

135.64 or L6 per cent lower 
at 7,455.63. 

Investors foiled to respond 

to a government package of 
stimulus measures, includ- 
ing earning of marg in trading 
restrictions and accelerating 
approvals of international 
and local investment funds. 

The Securities and Futures 
Commission is to recom- 
mend that the sale of state 
shares, part of Taiwan’s .lib- 
eralisation programme, be 
halted. ABE, the integrated 
circuits mater, fell TSA50 to 

TSS7. 

BANGKOK closed L3 per 
cent lower as concerns over 
the economic health of the 
region weighed on sentiment 
and the composite index fell 
4.12 to 3Q8J5. 

The building and furnish- 
ing sector fen 63 per cent 
and the machinery and 
equipment sector lost 5.5 per 
cent. The banking index lost 
3 per cent with Thai Farmers 
Bank down Bt2 to Bt47. 


for Gene rate as too high. 

AMSTERDAM closed mar- 
ginally lower on lingering 
uncertainty over the course 
of the US economy. The AEX 
index fell 6.72 or 0.6 per cent 
to i^KJSL 

ASM Lithography, the 
semiconductor maker, rose 
FI 3.40 to FI 74.60 while Gucci 
gained FI 1.60 to FI 100.90. 
The shares gained ground on 
Monday after Prada, the Ital- 
ian fashi on company, bought 
a 5 per cent stake in the lux- 
ury goods group. 

However, they shed most 
of the day's earlier gains 
after Prada’s comments in 
an Interview that the stake 
was a financial investment, 
disappointing investors who 
had hoped far a takeover. 

COPENHAGEN closed 
firmer helped by hanks and 
finan cial shares buoyed by 
merg er speculation. The 
KFX index rose L73 or 0.7 
per cent to 238^9. 

BG Bank; the third largest 
hawk, gained DKr7 to DKrflQ 
on its annornicaman *. that it 

was negotiating with Real- 
credit. a leading mortgage 
credit company. 

Neorasearch rallied DKr20 
to DKrSGO on reports of UK 
clinical tests for its drug to 
fight cocaine addiction. 

Tele Danmark, which 
appointed Henning Dyre- 
mose, the former finance 
minister, as its chief 
executive, gained DKr3 to 
DKc628. 

VIENNA ended little 
changed after a hectic ses- 


sion for VA Stahl and rail 
equipment maker VAE. 

Stahl, which is vying with 
a French group for control of 
VAE, rose 5 per cent to 
Sch574.40 while VAE pow- 
ered ahead by 32 per cent to 
Sch 1,670 after the bourse 
authorities waived the rul- 
ing an single-day movements 
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for shares. The -ATX. Index, 
ended up O.z per cent at 
L589J6. 

DUBLIN ran counter to 
the general trend across 
Europe, adding 95^4 or L9 
per cent to 5,186.06 on the 
benchmark SE index. 
Ryanair Holdings rose lOp to 
520p ahead of today’s publi- 
cation of final-quarter 
results. 


Written and edited by 
Jeffrey Brown, Peter Hall, 
Bmfko Terazono and Paul 
Gregan 


International investors will 
be watching the outcome or 
today’s central bank cur- 
rency auction in Nigeria for 
signs of the likely trend in 
local financial markets fol- 
lowing the sudden death of 
its military leader. 

Demand by local banks for 
US dollars at the weekly auc- 
tion had been running at 
around 560m for much of 
this year. That figure rose to 

around $90m in the last few 
weeks as political uncer- 
tainty grew ahead of the 
planned presidential elec- 
tions in August 

Analysts attribute much of 
the increased demand to 
local and foreign businesses 
taking money out of the 
country ahead of the elec- 
tions. Withdrawals have 
pushed down the the naira, 
which has declined by 
around 15 per cent since Jan- 
uary. The naira now stands 
at NB6 to the dollar at the 
central bank rate, and N93 to 
the dollar at the street rate. 

“If demand for dollars goes 
beyond 5100m, then it will be 
a that there is contin- 
ued concern about the mili- 
tary's intentions to hand 
over power and I expect a 
sharp decline in the cur- 
rency and equity markets," 
spiri Philip Ihenacho, direc- 
tor of Afrtnvest, the London- 
based Investment banking 
firm- "What is needed is a 
positive statement on the 
fixture before investors can 
go in again." 

Dealers on the Nigeria 
Stock Exchange, capitalised 
at around f2^bn, are hoping 
such a declaration on the 
country's political future 
will also bring salvation to a 
market that has faifen more 
than 20 per cent in the past 

18 Tnrnrths 

As well as the political 
uncertainty, several other 
factors are blamed for the 
decline in equities. Analysts 
cite the higher rate of return 
in the debt markets, where 
commercial paper yields 
more than 20 per cent, as 
one of the main reasons for 
the move out of shares. 
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Corporate results have 
been mixed with poor fig- 
ures from consumer compa- 
nies. in April, Lever 
Brothers, the Nigerian sub- 
sidiary or Angio-Dutch group 
Unilever, reported a lass of 
N92m (51.015ml for the year 
to December 1997 against 
profits of Nl^bn the previ- 
ous year. Nigerian-listed sub- 
sidiaries of petrol distribu- 
tors such as Total, Mobil and 
Texaco have been bit hard 
by a refined oil shortage that 
has surprised many, given 
Nigeria’s status as one of 
Africa's biggest producers. 

"What we have seen is 
manufacturing grinding to a 

halt for lack of fuel, weaken- 
ing the economy further but 
also driving investors away 
from oil distributors," said 
one analyst 

Christopher Hartland-Peel 
Africa analyst at Standard 
Bank, believes investors 
should tread carefully before 
investing in Nigeria. "Many 
positive things have been 
happening in Nigeria, but 1 
think investors should hold 
off investing. The political 
risks outweigh the 
short-term opportunities." 

Yesterday, the equity mar- 
ket languished as dealers 
waited for a statement on 
Nigeria's political future 
from General Abdulsalam 
Abubakar, the new military 
leader. It closed at 5.92583, 
down 6.47. 

Joel Kibazo 
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FINANCIAL TIMES 
REVIEW OF THE 
TELECOMMUNICATIONS 
INDUSTRY 


Wednesday June 10 1998 


Data transmission rather than voice calls will 
dominate the global telecoms network 
within the first few years of the new 
millennium, thanks to new communications 
links and the convergence of telecoms and 
computers. Alan Cane reports 

Operators race to 
surf ‘data wave’ 


A combination of optical 
and digital technology 
is forcing the pace in 
global communications. To 
put this in perspective. 
North America's entire 
long-distance telecommuni- 
cations traffic can non be 
carried on a single pair of 
optical fibres, each about the 
thickness of a human hair. 

And earlier this year, the 
first laser light beams carry- 
ing commercial data were 
pumped into the southern 
arm of Gemini, an advanced 
undersea telecoms cable 
linking London and New 
York. 

When the northern arm is 
completed in October, Gem- 
ini, owned by WorldCom of 
the US and Cable and Wire- 
less of the UK, will provide 
several times more transmis- 
sion capacity than all the 
existing tr ansatlantic cables 
combined. 

Gemini is. however, only 
one of a number of fibre 
optic cables planned or 
under construction which 
will vastly multiply the 
world’s available sub-sea 
transmission capacity. Proj- 
ect Oxygen, for example, due 
for completion in 2001, will 
provide 2m equivalent tele- 
phone circuits at a data rate 
of I60bn bits of information 
a second. It will connect 
every continent except Ant- 
arctica. nearly doubling the 
number of kilometres of 
fibre under the oceans. 

Project Oxygen is 
described as a “super Inter- 
net ”, which hints at the rea- 
son for the profusion of new 
cables now snaking across 
the sea bed. They are early 
indicators of the approach of 
the “data wave” which will 
see data transmission rather 
than voice calls dominate 
the global telecoms network 
within the first few years of 
the new millennium. Data 
services - the Internet, on- 
line information and bulk 
data - are currently growing 
at about 25 per cent a year. 

According to some esti- 
mates. the market for data 
in Europe alone could be 
worth more than S30bn a 
year by 2001. or about the 
same size as today’s cellular 
phone market. US consul- 
tancy Forrester Research 
estimates that Internet-re- 
lated service revenues in the 
US are likely to grow firm 
$7bn in 1997 to $327bn in 
2002. 

Telecoms networks toned 
to voice conversations, how- 
ever, are not well suited to 


data transmission. Telecoms 
operators are therefore 
investing heavily in new net- 
working technologies. 

The first commercial appli- 
cations of a transmission 
technology called ATM 
(Asynchronous Transfer 
Mode) are being imple- 
mented. for example. ATM 
offers a compromise between 
the voice-friendly attributes 
of the public switched tele- 
phone network and data- 
friendly systems such as the 
Internet.. It is generally 
thought to be the technology 
of choice for the information 
superhighway. 

Some idea of the principal 
operators' commitment to 
data, technologies can be 
gauged from British Tele- 
communications’ plans, 
announced last month, to 
invest £800m over the next 
four years on new data 
transmission technology. 

BT committed £300m to 
ATM switches in February 
this yean the new invest- 
ment will be split between 
ATM infrastructure and Syn- 
chronous Digital Hierarchy 
(SDH or Sonet) transmission 
equipment SDH is a commu- 
nications standard geared to 
the simultaneous transmis- 
sion of voice, data and video. 

The new, upstart, telecoms 
operators such as Qwest, 
WorldCom and Level 3, all 
US companies, and the Euro- 
pean-based operators Colt 
and Esprit, are also spending 
heavily on advanced infra- 
structure - and they do not 
have the obsolete systems of 
their older rivals to maintain 
or pension off. 

The data wave is not lim- 
ited to land and sea. Last 
month. Teledesic, a US satel- 
lite venture, and the US 
manufacturer Motorola 


agreed to collaborate in the 
construction of a multi-mil- 
lion -dollar “Internet in the 
sky” - a network of about 
200 or biti ng satellites beam- 
ing information to subscrib- 
ers' personal computers. Ser- 
vices are expected to start in 
2003. 

According to investment 
bank Morgan Stanley Dean 
Witten “The Industry is 
moving from the economics 
of scarcity to the economics 
of abundance. Just as in the 
computer Industry 10 years 
ago, increased commoditisa- 
tion is lowering the barriers 
to entry, rendering old 
notions of “natural monop- 
oly” obsolete ... the flip Bide 
of this evolution is that a 
fibre optic-cabled and digital- 
ly-encoded network provides 
massive potential for new, 
valued-added, content-rich 
services." 

This convergence of tele- 
coms and computers is 
becoming the most impor- 
tant of the technological 
developments which, 
together with liberalisation 
and globalisation, are 
reshaping the communica- 
tions business. 

Huw Hampson- Jones, 
newly appointed head of He- 
rn ens-Nixdorfs worldwide 
telecoms diriskm, says com- 
munications networks will 
be delivering voice, data and 
video to the desktop - essen- 
tially to the personal com- 
puter - before 2005. 

He believes there will be 
strong demand for the 
systems integration experi- 
ence of companies such as 
Siemens-Nixdorf, EDS and 
IBM of the US and Cap Gem- 
ini and Serna Group as tele- 
coms operators attempt to 
overlay computer intelli- 
gence on their networks to 



Estimated paying Internet subscribers for 2005 

Total: 413m 


internet penetration by region 

Total were: 11 6m 
(pvcentage of poptiaJkxx total: less than 1 %) 
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handle the data wave. 

His views are underlined 
by Werner Knetscb, the 
Arthur D. Little consultant 
who last year warned tele- 
coms operators that they 
risked losing control of their 
customers to computing 
groups such as Microsoft 
and Netscape. 

Mr Knetsch believes now 
that the operators have 
responded to the threat He 
says they are taking the 


Internet seriously, pointing 
to the example of Deutsche 
Telekom which two years 
ago denied the importance of 
the Internet but has now 
launched a trial of Internet 
telephony in Germany 
among 1.5m customers. 

Mr Knetsch says that oper- 
ators must realise that their 
customers want solutions to 
their communications prob- 
lems rather than simple 
capacity. Systems integra- 



tors and software companies 
will intervene if operators 
cannot deliver pre-packaged 
solutions. 

To quote the title of an 
address he gave this yean 
“Business on-line is about 
business, not on-line.” 

Transmission infrastruc- 
ture is the hardware element 
of the data wave. Billing 
systems and customer care 
systems are the software 
component. These complex 


pieces of computer program- 
ming are critical to the suc- 
cess of a modern telephone 
company. 

Analysys. the Cambridge. 
UK-based consultancy, 
points out that with fell and 
unfettered competition a 
legal if not practical fart in 
most areas of the world, net- 
work operators and service 
providers have to deliver 
both the financial returns 
promised to investors with 



New technologies 

A look at some key 
technical developments 
including terrestrial 
trunked radio (Tetra), 
cellular data, satellite 
systems and fixed wire 
access 

Pages3&4 



Telecoms in Europe 

FT writers report on 
regional issues 
including regulation in 
the UK and 
developments in 
Germany, France, Italy 
and eastern Europe 

Pages 5-8 



Indusfay issues 

The industry’s hot 
topics including fixed 
mobile, convergence, 
mergers and 
acquisitions, fraud and 
theft, and the 
millennium bomb 

Pages 9 & 10 


improved services for cus- 
tomers: 

“To do so while facing 
intense competition is 
impossible without an effec- 
tive billing and customer 
care system," it says. 

The Internet itself can 
have a role in billing, how- 
ever Analysys points to a 
recent alliance between 
Cisco systems, a leading ven- 
dor of Internet data switches 
and a Danish software 
house. Belle Systems: “The 
alliance aims to develop an 
Internet management sys- 
tem able to bill by usage, 
time, bandwidth allocation, 
distance, application and 
quality of service." 

Other, similar, alliances 
include Hewlett-Packard and 
Portal Information Network, 
LHS Communications 
Systems and Microsoft and 
GRIC Communications with 
Cisco. 

The aim of these develop- 
ments is to move away from 
the flat-rate charging struc- 
ture which applies to most 
Internet tariffs today, 
towards more sophisticated 
ways of charging for differ- 
ent services and, critically, 
different content 

The demand for content is 
likely to lead to large-scale 
mergers between computer, 
media and telecoms compa- 
nies. Don Crulckshank, the 
former UK telecoms watch- 
dog, has already warned of 
the dangers of the emer- 
gence of new kinds of com- 
munications groups which 
are not catered for by exist- 
ing regulations. 

New rules, he said, were 
essential if consumers were 
to be properly protected. 
Few areas of the telecoms 
business will be unaffected 
by the arrival of the data 
wave. 
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VIEWPOINT • By Alan Cane 


ON THE LINE: Mike Grabiner, chief executive of Energis • By Joia Shillingford 


Trust and credibility Lighting up the dark fibre 


The case for an 
electronic code of 
trading standards 
is becoming 
overwhelming 

E lectronic commerce 
cond acted by the 
primitive trading 
methods which now obtain 
on the Internet is an easy 
target for Grand and decep- 
tion. 

There Is no adequate way 

of testing the probity of an 
electronic retailer no reli- 
able guarantee of the qual- 
ity of goods or services 
offered before delivery. The 
ubiquitous nature of the 
Internet and the huge num- 
ber of subscribers means 
that a simple scam can pro- 
duce Large profits for its per- 
petrators in a remarkably 
short time. 

In one example, fraudsters 
used free pornography as a 
bait to tempt subscribers to 
their website, route ing sub- 
sequent calls at premium 
international rates via a 
switch in Moldovia. In the 
three months before tele- 
coms operators, besieged by 
subscribers angered by sub- 
stantial unexplained inter- 
national call charges, dosed 
them down, tbey amassed 
SlOm. The victims, it could 
be argued, bad only them- 
selves to blame by accepting 
“free* goods from a website 
without track record or rep- 
utation. But the most 
respectable companies can 
be party to dubious elec- 
tronic trading. 

Last year, admittedly for 
brief periods, UK operators 
including British Telecom- 
munications and Cable and 
Wireless were involved with 
a sex-line company which 


exploited ‘‘short-termina- 
tion” - International calls 
apparently passing through 
the UK en route to a call 
centre in Sierra Leone were 
in fact redirected to a Lon- 
don address. Callers, how- 
ever, paid the full interna- 
tional call charge. 

The fact is that the opera- 
tors of many websites will 
be nn ftp ni ) ar to most Inter- 
net subscribers. There is, as 
yet, neither regulatory body 
nor moderating institution 
that subscribers can turn to 
for redress in case of fraud, 
deception or merely dissatis- 
faction. Which is why the 

issue of trust and credibility 
in electronic commerce is 
now the subject of intense 
discussion among technolo- 
gists, academics, and indus- 
trialists. 

Roger Wallis, director of 
the multimedia research 
group at London's City Uni- 
versity Business School, has 
put forward the concept of 
credibility capital - by anal- 
ogy with intellectual capital 
- to describe a company's 
relationship with its cus- 
tomers and trading part- 
ners. "We argue,” he writes, 
“that credibility capital 
should assume at least the 
same degree of importance 
as intellectual capital." He 
points out that it is a com- 
plex concept; a combination 
of reputation, brand image, 
the ability to offer satisfac- 
tory guarantees against 
fraud and other less tangi- 
ble factors. 

Most companies build 
their reputation and the rep- 
utation of their brands over 
a long period. It is revealing 
that AT&T, the largest and 
oldest CS long-distance car- 
rier , has a reputation for 
quality which extends far 
beyond its own customers. 


A recent survey carried . . t? 

out by the consultancy Cob- A 11C6UC6 10 r tX16 IlCXt §6Q6r&tlOQ Of- 

a-Renaissance noted that mobile iS JUSt One of the TOUteS 

^^u^r^S^AT&T^asXe" which the Energis chief is considering 
earner that they thought for boosting access to his network 

was the best, more than 90 


per cent of those who voted 
for the US company were 
not AT&T customers. About 
a third of MCTs customers, 
for example, felt that AT&T 
was the better carrier. It 
seems that, over the years, 
AT&T has managed to proj- 
ect an image of quality ser- 
vice that others accept with- 
out experiencing it at first 
hand. 

Electronic commerce, 
however, is developing at 
such a rate that these ways 
of establishing trust and 
credibility cannot keep pace. 
We are, after all, entering a 
world where customers are 
likely to shop using mobile 
phones to inspect goods and 
place orders from anywhere 
in the world. 

The Internet remains 
stubbornly self-regulating 
and resistant to controls 
imposed from elsewhere. A 
system of self-certification 
of the kind set up by travel 
agents and tour operators 
with a distinctive logo and 
perhaps a central fund to 
compensate customers if a 
retailer defaults Is one pos- 
sibility, although ft Is easy 
to see how determined 
fraudsters could fake or 
evade membership of such a 
system. 

The problem is similar to 
that of entrusting encryp- 
tion keys to electronic trad- 
ing messages with a third 
party. The the honest will 
obey the roles; the dishonest 
win not. The case for the 
emergence of au electronic 
code of trading standards is 
becoming overwhelming: 



M ike Gra tuner's mis- 
sion is to keep the 
network ol Energis, 
the UK telecoms group 
floated by National Grid, 
humming with traffic. That 
is why he is bidding for a 
next-generation mobile 
licence, with a little help 
from investment bankers N. 
M. Rothschild. 

The attraction of next-gen- 
eration mobile is that it 
would enable companies to 
connect to Energis without 
needing a dedicated local 

link. This would mean many 
more customers for its 
high-speed fibre-optic net- 
work. 


the system could work out 
where the user was and 
route calls to the nearest 
fixed or mobile phone," 

However, Mr Grabiner Is 
not really interested in offer- 
ing mobile telephony to con- 
sumers and may well part- 
ner with another company to 
bid for the UMTS licence. 
One possibility is UK cellu- 
lar operator Vodafone, which 
already has a link with Ener- 
gis and an interest in fixed- 
mobile integration. 

Under an agreement 
reached last November. 
Vodafone can resell Energis 
fixed-line services to compa- 
nies which want to buy a 
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Rffike Grabiner: ‘No-one reaSy knows how the telecoms Industry wffl restructure’ 


Business customers, Ener- complete telephony service, 
gis's main focus, could also Mr Grabiner will not say 


use next-generation mobile, 
known as Universal Mobile 
Telephony Services (UMTS), 
to connect to Energis while 
on the move. They could use 
it either for data - it offers 
Ear higher data transmission 
speeds than current mobile 
networks - or for voice. A 
foot In both the fixed-line 
and the mobile camps would 
also make it easy to package 
services together. 

Mr Grabiner says: “No-one 
really knows how the tele- 
coms industry will restruc- 
ture, but customers will 
want to buy telephone ser- 
vices from one place. 

“Integration of fixed and 
mobile telephony would also 
enable all sorts of new ser- 
vices to be created. For 
example, both fixed and 
mobile phones could be seen 
as extension numbers off the 
company switchboard. And 


how much be is prepared to 
pay for a UMTS licence but 
he adds: “1 would need 
assurances that there was 
going 'to be a level playing 
field, so that BT would not 
be able to assume too domi- 
nant a position if it bought 
the rest of Cellnet [a rival to 
Vodafone J." 

The auction for UMTS 
licences has been delayed 
from this year to next, 
according to Mr Grabiner. 
And it is not yet clear who 
will be allowed to bid. When 
the Personal Communica- 
tions Network licences were 
up for grabs, the existing 
mobile companies Vodafone 
and Cellnet were not allowed 
to bid. 

But a possible mobile 
licence is only one route Mr 
Grabiner Is considering for 


joint venture company. 
MetroHoldings, with France 
TOldcom and Deutsche Tele 
kom, that is building fibre- 
optic metropolitan area net- 
works in key UK cities such 
as London, Manchester and 
Birmingham. 

He is also very interested 
in Nortel and Norweb’s Pow- 
erline technology, which 
enables data services, such 
as Internet access, to be 
brought into buildings over 
standard electricity cables. 
This seems appropriate 
because Energis's own net- 
work is wrapped around the 
National Grid's pylon earth- 
wires. 

For a man who has a first 
degree in economics from 
Cambridge. Mr Grabiner 
takes a great interest in 
technology. Only last month, 
the company announced a 
new service which makes it 
easy for a company to link 
its computers to each other 
(eg in intranets} or to the 
Internet without having to 
install special networking 
equipment- “This will speed 
up the time a business takes 


increasing access to his net- to deploy a network," says 
work. He is already part of a Mr Grabiner. 

Meanwhile Energis Is a big 

operator in providing capac- 
ity to Internet service pro- 


file market will grow." 

He says that Energis's 
dark fibre is about 25 per 
cent frill. “We switch it on 
by adding various network- 
ing equipment as and when 
it is needed." 

Mr Grabiner seems like a 
man fn a hurry to fill more 
of the network, despite a set 
of good results at the end of 
May. The company, floated 
last December for £B46m. 
reported a 73 per cent rise in 
turnover to £167.9m for the 
year ending March 31- It 
delivered £l6.lm in earnings 
before interest, tax, amorti- 
sation and depreciation com- 
pared with a loss of £143m 
the year before. Its revenue 
from higher margin, 
advanced services, such as 
Asynchronous Transfer 
Mode, grew Caster at 82 per 
cent, reflecting the capabili- 
ties for which the Energis 
network was designed. 

Customer accounts gained 
or substantially expanded 
during the year included 
Lunn Poly, Post Office, 
Greenalls, the BBC. Boots, 
Mirror Group Newspapers 
and Eurostar. 

At present, Energis has 
technological leadership. It 
is the only UK national fibre- 
optic network using SDH 


viders, carrying about half - Synchronous Digital Hier- 


common 


the UK’s Internet traffic. 

Mr Grabiner also has some 
lower-tech approaches to fill- 
ing Energis's dark fibre, the 
part of its fibre-optic net- 
work which is not yet 
switched on. He says: "In the 
US, telecoms wholesal- 
ing - selling spare capacity 
to other telecoms operators 
(telcos) is popular, it is less 
widespread In Europe, but 


archy switching technology. 
Fibre makes its network fast 
for large quantities of data; 
SDH makes it resilient 
Breakthroughs in fibre-op- 
tic technology mean that it 
is relatively cheap for any 
company with a fibre-optic 
network to increase capacity 
by 8, 16 or even 80 times. 
This is likely to make such 
companies acquisition tar- 


gets - or to interest them in 
expanding Into the local loop 
in metropolitan areas. 

Mr Grabiner says Energis 
is looking at a number of UK 
cities and weighing up 
whether to arid more cable 
or acquire a company with a 
metropolitan area network. 
In London, Energis shares 
some capacity with Colt, 
which has a London fibre 
network, as well as having 
some capacity of its own. 

Before joining Energis In 
1996. Mr Grabiner worked 
for BT and before that for 
the Post Office. When it split 
in two, he continued with 
the BT half. He did well 
under Ian Vallance. BT’s 
chairman, getting some high 
profile appointments. These 
Included finance and mar- 
keting posts, as well as 
responsibility for managing 
the Sovereign Project to 
restructure BT. While at BT. 
he found time to do an addi- 
tional degree - at the Lon- 
don Business School. 

Mr Grabiner says that 
when doing a stint as direc- 
tor BT Europe, he gained a 
taste for competing against 
established operators. So, 
when he was offered the job 
at Energis. he was attracted 
by playing David to BTs 
Goliath. Now he sees Cable 
& Wireless and BT as his 
main competitors and almost 
certainly plans to turn Ener- 
gis into a Goliath itself. 

Energis currently bas just 
over 2 per cent of the UK 
telecoms market and Mr 
Grabiner clearly has no 
intention of letting it stay 
there for long: He probably 
even dreams of how to fill 
that dark fibre. 








ietr* 


<!etoSv. 7* 

, V 


f.' CMOS'S- 

, ^ V 
-■ ; .7zr * -A-TtSE-fr 




... • -• W+* 

«. u,.. 7— 


• - • .r- v - ev. 








01 * 


-mm of 
ii 1 1 tier 

: ■ move 

.. 

• Tl’l 

‘ rft *t*f • 


-r J*»- 

— . •- • .* ••‘■v#*.. •, 

. . • r j > 

. . - 


NTERES 

A 3 

foi 

in 

i Gwen Rob 


tie contlm 
usrralian 
ws fuelled 
rday tha 
sky - ai 
evitable - 
tes may f 
wit to deb 
Mr How 
thority t 
y time be- 

,'ntarv do 
iposcd ai 
titroversia 
:hts bill I 
intends t- 
thin tl 
hough he 
to the ) 
C year. 
The dol 
isted re 1 
go vp mm 
erso its 
und 59 CS 
chad on 
ret point 

Orly yes 

ey read 

h of aboi 
awing tin 
! of a 9.30 
s? by Pet 
surer, aj 
erve Bar 
centra', 
ounce ar 
3 * cent c 
efend tin 
at the 
e no cha 
ey. desp 
unsuct 
“ than .A 
? late las 
sort the i 
■sterday 
?ly stre* 
omic fu 
the doll 
ored" l 
S.v growl 
projecti 

xkets, 

J and pi 
s of an 
ase of 
points, 
s on a 



By providing sound, data and image transmission, France Telecom lets the whole 
world share the emotion of the world's biggest sporting event. Simultaneously. 
France Telecom, the Official Telecommunications Operator, brings you all the excitement 
of the France ‘98 World Cup as it happens. For over a month, our teams will be providing 
12,000 organizers and 12,000 representatives of the media with the most advanced 
communications resources available, keeping them in constant touch with each other and 
hundreds of millions of fans all over the world. 

When service and innovation are key, you can count on France Telecom, a world-class 
operator with activities in over 50 countries. Together we can build the world to come. 
http://www.francetelecom.fr 


France Telecom 
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Let’s the world to come. 
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TERRESTRIAL fUNKED RADIO SYSTEM • By George Black 


Tetra likely to complement GSM 


• \ -_v 


Industry expen 
believe there i* 
room for the t/o . 
standards to srve 
different markts 

T etra, the TErs trial 
Trunked RAd sys- 
tem, looks lfily to 
complement GS^ the 
Global System forvlobile 
communications, me t ha n 
to compete with it'lxperts 
believe that Tetra ill suit 
professional users vo have 
high demands for scurity, 
Speed and reliabfljr. while 
GSM will dominai in the 
mass market 
“There may be sue com- 
petition between tem for 
routine, one-to-o; mobile 
calls, but broadlyhey will 
be different marks,” says 
Duncan Swan, a nior con- 
sultant with UKtelecoms 
consultancy Masc Commu- 
nications. 

GSM Phase 2+ presently 
stalled, but everwhen the 
new standard is pm ul gated 
it will not provif the same 
range of feature as Tetra, 
according to Mr wan. 

John Drake, gmp manag- 
ing director oflambridge- 
based equip me; manufac- 
turer Siznoco,- sjk “Tetra is 
much more fika data com- 


m uni cations service than a 
telephone service. It is the 
need to send more data 
which will drive people to 
Tfetra." 

The experts say that Tetra 
has several big advantages 
over GSM for professional 
users, including fast will 
set-up, a data rate of 28.8 
kbps against GSM's 9.6kbps 
and the ability to communif 
cate messages to multi- 
points. GSM may offer 
cheaper systems, but it can- 
not do what Tetra does, 
whic h is to support crTIk on 
which lives depend. ‘ 

Tapio Hefkkila. vice-presi- 
dent of the mobile radio 
business for Nokia, one of 
the leading manufacturers, 
says Tetra wfll also be able 
to prioritise calls and to con- 
nect handsets directly with- 
out going through a base sta- 
tion. Tetra should also have 
big advantages over the ana- 
log radio systems which it 
will mainly replace, includ- 
ing better sound quality in 
difficult environments and a 
more economical use of the 
radio spectrum. 

To send data, analog radio 
uses a lot of spectrum, 
which is a scarce resource in 
most industrialised coun- 
tries. The move to digital 
will release spectrum for 
new applications. Also, digb 


CELLULAJ DATA • By Geoff Naim ; 

Newgeneration of 
servfces will offer 
data on the move 

Operatos must decide whether to 
invest raw in network upgrades or 
wait a fw years and invest in "third 
generator cellular technology 


V T * r ". 




T he cilular telephone 
is on of the telecom- 
mumation industry's 
jreat sucess stories. But 
rowth in the mobile voice 
j|| larket is si owing In coun- 
' ties whee penetration Is 
Iready hjh and so ce llular 
pperaton are looking to 
ptimulatefresh growth with 
a new generation of data ser- 
vices that cm be accessed on 
the move. I 

| Data is inlay a small part 
of the traffic on cellular net- 
works. K consultancy 
Ovum estmates there are 
;aSm data users in western 
Europe - bout 4 per cent of 
’the celh ar market - and 
. perhaps 16m worldwide. 
Neverthe (ss, data services 
are likely o play an increas- 
. ingly imj irtant role in the 
. - developm it of cellular net- 
- works as awe sophisticated 
■kiata tec nologies become 
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I alar technol- 
ta speeds to 
second - add- 
ing e-mail or 
lort files but 
the Internet, 
Veb browsing 
r connection 
the quality is 
St people are 
," says Eero 
-president for 
ems at Frnn- 
pplier Nokia. 
>d web pages 
rly slow to 
typically the 
be turned off 
L_Lto obtim acceptable perfor- 
iflmanc . An alternative 
appro is to reformat web 
pages so that they can be 
easily viewed on a cellular 
phone small display. 

US software house 
Unwi d Planet has devel- 
oped “microbrowser” pro- 
gram to do this and Is 
talkie to various European 
cellul ■ operators and hand- 
set ranufactorers to pro- 
mote he technology more 
widel 

A ore basic method of 
tram lifting data over cellu- 
lar i tworks is using the 
Shor Message Service (SMS) 
featu? which, as its name- 
sugf sts, allows mobile 

§ users to send and 
short text messages 
to 160 characters. 
thin feature, e-mail 
i read on the small 
Mr &a of a mobile phone if 
. ao pmputer is to hand. 

• ■ dlG, the European IT ser- 
vice group, has supplied 
SMj technology to more 
tba 30 mobile operators 
thJughout Europe and 
daps that despite its obvi- 
ou limitations, SMS pro- 
vk s an ideal “platform" for 
Bq porting value-added data 
. . ‘ se vices, such as transmit- 
thj share price information, 
fotball results or hank bal- 
“ anes, 

hteraational Data Corpo- 
talon recently conducted a 
Bqvey on mobile phone 
. wars In the UK Germany 
the Netherlands. The 
rafrvey, commissioned by 
)CPG, shows 29 per cent of- 
rhpondents currently use 
V^tfeir mobile phone to send 
4 aM receive e-mafl. IDC pro- . 


diets this figure will grow to 
79 per cent by 2000. 

Por accessing’ the Internet, 
the drawbacks of cellular 
networks are more apparent 
although a surprising 12 per 
emit of respondents already 
access the web this way and 
IDC predicts this wfll grow 
to 64 per cent In 2000. 

“We do see a lot of mobile 
users who are quite prepared 
to use the Internet at low 
speed for gathering informa- 
tion.” says Mike Crawshaw, : 
data services manager with., 
UK cellular operator OrangeJ | 

; Many organisations would j 
like to even their corporate | 
intranets to their growing 
armies of mobile workers. In 
the US, one third of the 
workforce is already mobile, 
and Yankee Group, ,a 
research firm, estimates S3 
per emit of large US corpora- 
tions will be providing fiqld 
service and sales personnel | 
with wireless intranet access . 
by 2000. 

However, today’s cellular 
networks were designed fin: 
voice traffic and must be 
modified to support greater 
data traffic. The Internet And 
intranets pose particular 
challenges because they are 
“packet-switched” networks 
designed to handle “bursts" 
of data. Cellular networks, 
by contrast, are “circuit- 
switched” systems designed 
to TraTidift low-speed, short- 
duration voice traffic. The 
two are radically different 

One solution, called Gen- 
eral Packet Radio Service 
(GPRS), seeks to overcome 
the barriers between the two 
worlds by connecting each 
cellular base station directly 
into the Internet, thus 
bypassing the switching 
-systems used, to connect 
voice cellular traffic into the . 
traditional phone network. ‘ 

“GPRS is optimised for 
bursty Internet traffic." rays 
Mr Vallstrom, who predicts 
the first GPRS systemsxould 
be marketed (mmmerclally in 
1999 or 2000. GPRS requires 
the cellular operators to 
upgrade their base stations 
and users to buy new termi- 
nals that support the new 
standard. 

High Speed Circuit 
Switched Data (HSCSD) is 
another technology designed 
to boost the data cap abilit ies 
of today’s cellular networks 
to 56 kilobits a second from 
the current 9.6kbs. Accord- 
ing to Mr Vallstrom. HSCSD 
is dose to commercialisation 
but it also requires both 
operators and users to 
upgrade their equipment 

Network operators face a 
difficult decision: do they 
invest now in network 
upgrades to support a still 
small market for higher- 
speed data services, or do 
they wait a few years and 
invest in new. “third genera- 
tion" cellular technology, 
predicted to arrive in Japan 
in 200i and in Europe a year 
later. Pew operator s can 
afford to adopt both strate- 
gies because “the third gen- 
eration systems are going to 
need massive investment," 
says Alex NQuroud, Ovum 
senior consultant 



Demean Swan; There rosy ba 
some competition but broadly 
They wB b> dfflncsnt m a ri c st s * 

tal mobile radio systems win 
be more easily maintained 
than the old analog systems, 
because most of the work 
can be done remotely with- 
out human intervention. 

Tetra and GSM are both 
standards set by the Euro- 
pean Telecommunications 
Standards Institute (Etsl). 
Tetra looks as If it could 
emulate GSM in spreading 
beyond Europe to become a 
world standard, although 
there are doubts about its 
acceptance in the US and 
Japan, where strong domes- 
tic manufacturers support 
other standards. 

Since 1994, Tetra has been 
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promoted by a worldwide 
group of users, manufactur- 
ers and other interested par- 
ties known as Lhe Tetra 
Memorandum of Under- 
standing (MoU). Trials have 
been taking place through- 
out Europe for a couple of 
years and the first contracts 
are now being awarded. 

The UK and the Scandina- 
vian countr ies are furthest 
ahead. The UK's first Tetra 
system, employed by the 
West Midlands Ambulance 
Service, went live a few 
months ago. And last Octo- 
ber, the British government 
announced that it would 
move the country's emer- 


gency services onto a Tetra 
network. It- has awarded the 
planning phase to the Quad- 
rant consortium, consisting 
of BT. Nokia. Motorola and 
TRW. 

That phase is scheduled to 
be completed in July, after 
which the chief constables of 
the UK’s police farces have 
to decide if they want to go 
ahead with the Private 
Finance Initiative scheme, 
which Is planned to be the 
largest Tetra venture so far. 
A pilot project in Lancashire 
encompassing police, fire 
and ambulance services has 
been outlined. At present 
there Is no other bidder for 
the contract. 

The first large-scale com- 
mercial Tetra network is 
being built in the UK by Dol- 
phin, formerly known as 
Tetralink, part of a group 
controlled by Telesystem of 
Canada. It is to be rolled out 
in 1999 in urban areas as a 
public access mobile radio 
service aimed at closed user 
groups sucb as vehicle fleets, 
sales forcqs and construction 
sites. The network is expec- 
ted to cover 90 per cent of 
the population by the end of 
next year. Ted Beddoes, Dol- 
phin’s chief executive, says 
there is a potential UK mar- 
ket of 2.7m users. He hopes 
to move 80,000 analog users 
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across from existing analog «> flKjJCS 

radio systems. - / \ - 

Mr Beddoes says there are -5 Tfl 

many people who use GSM ;• J Bfcn. ' 

mobile phones when they 
are out of range for their 
analog mobile radios; these 
people will be able to do 
without GSM when digital 

mobile radio is available. 

The loss of business to the ^ ' i. * : •* ” \ 

GSM networks from this ‘ . y ‘ . 

type of migration could be 

relatively small, but ft would r " — -~y . '■ 

be an important gain for ‘ 

users could also switch from ^ .. * V 

find that access to their com- 

are not fojTb^tod the UK. 

is being conducted by Tele 
Danmark in Copenhagen. 

Dutch and Belgian safety 
authorities are expected to 
begin construction of Tetra 
networks in the next few 
months. 

Similar schemes are due to 
be launched in most other 
European countries and 
interest in Tetra is now also 
being shown outside Europe. 

Trials are being conducted Tetra base station; The first large-scale commetcin! Tetra network 
in Australia and New Zealand, is being butt In the UK by Dolphin, formerly known as Tetralink 
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Speed is all in news reporting. Today’s mobile technology 
makes it possible to send dramatic images across the 
World in seconds. 

: Wireless dam solutions like this are changing the way we 
i work. And with data transfer accelerating at breathtaking 
rates, customers will soon be able to access yet more 

remarkable facilities. 

As pioneers of GSM, Nokia has the solutions you need 
to make real money from wireless data, right now. 

So grasp the opportunity with Nokia. And expect further 
exciting news - as it happens. 


An exclusive, 
courtesy of Nokia 



Connecting People 


wwwjiokia.com 
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Swiftcall 


KDD establishes a 
European foothold 


KDD Europe (the UK-based 
wholly owned subsidiary of 
Kokusai Denshln Denwa, 
the Japanese international 
telecoms supplier) has 
acquired Swiftcall, a 
reseller of international 
telephone calls to the UK 
and Irish domestic and 
small business markets. 

Swiftcall's principal 
delivery mechanism in the 
UK and Ireland is pre-pald 
cards. From this month, 
KDD Europe will offer 
post-paid services direct to 
domestic and corpor a te 
customers in the UK under 
the KDD Call 127 and KDD 
Call Direct brand names, 
complementing the 
Swiftcall offer. 

According to Yas 
Matsuda, general manager 
of KDD Europe and one of 
the newly-appointed 
directors of Swiftcall, the 
acquisition (completed on 
May 21) provides KDD with 
an entry to the budget UK 
market through a 
recognised brand. On its 
side, Swiftcall had made no 
secret of the fact that it 
was seeking partners for 
expansion into Europe. 

The company also had 
liabilities which KDD has 
assumed, had 
experienced some technical 
problems over the past two - 
years. Mr Matsuda says; 
“Swiftcall was seeking 
fhumrial stability and 

expertise; KDD 
needed a marketing 
vehicle. Both sides are 
satisfied in this deal.” The 
purchase price lor Swiftcall 
was not disclosed. 

KDD is currently seeking 
licences to operate in 
France and Germany where 
it has already bniK 
networks. Swiftcall is also 
poised for a move into 
Europe. Over the past 
mouths Swiftcall had sent 
pathfinders to research 
several European countries 
and, says Mr Matsuda. the 
two companies will now 
leverage KDD’s network 
and duplicate their 
marketing strategies in 
France and Germany. 

Swiftcall was established 
by Irish entrepreneur Tom 
McCabe in March 1993. just 
prior to de- regulation in 
the UK, and was the first 
company to break the 
BT-Mercmy (now Cable & 
Wireless) duopoly or 
telephone provision in the 
UK. 

The business proposition 
remains a simple one; 
Swiftcall bulk-buys 
switched minutes and 
leased lines from the 
network providers such as 
KDD, BT, Frontier, and 
MCI, and sells the capacity 
on to its customers 
(personal callers and small 
businesses) at very 
competitive rates. For the 


time being, this strategy 
will continue, although Mr 
Matsuda says Swiftcall’s 

service will gradually be 

migrated onto the KDD 
Europe network. 

Selling to the domestic 
and residential market 
means the majority of calls 

made via Swiftcall are 
off-peak, and Swiftcall's 
own operations are 
designed to keep overheads 
to a minimum. The result is 
a business turning over 
£27m in 1997-98 with call 
rates to the US (the top 
railing destination) about 
lOp a minute. 

Swiftcall is not the 
cheapest supplier of 
international reaHc Mr 
Andrew Fray, group 
managing director of 
Swiftcall until the recent 
change of ownership, says 
that the company will not 
sell below cost, as he 
c laims some competitors 
are doing in an effort to 
build market share in a 
very competitive arena. 

The reseller market is 
difficult to audit, but it 
seems likely it controls 
about 10 per cent of the 
total UK market of £lbo 
with two or three suppliers 
taking the lion’s share, but 
with about 20 others trying 
to build volumes, according 
to Rai Rajgopal. 
vice-president, telecoms at 
Gemini Consulting. 

“This is a rapid, low-cost 
market to enter but it is 
very much a niche market 
where you have to stay 
nimble to survive,” he says. 
“It is not a market for 
lumbering giants.” Mr 
Rajgopal believes that 
network over-capacity has 
made it easy for resellers to 
deliver a double blow to the 
traditional suppliers, by 
creaming off the most 
profitable parts of their 
business and forcing them 
to reduce costs. 

To gain access to the 
international network at 
Swiftcall's rates, customers 
dial the Swiftcall number 
and key in a personal 
identification number (PIN) 
from a scratch-off panel on 
their prepaid card. 
Alternatively, an account 
can be set up which 
charges calls to a credit 
card — in this case, the 
customer also enters a PIN 
before dialling the number 
required. These 
arrangements provide 
Swiftcall with a 
predominantly cash 
business, with all the 
associated cash flow and 
credit control benefits. 

Most of Swiftcall’s 200 
employees are at the 
Dublin call-centre, 
registering and managing 
accounts and providing 
customer service. As well 
as its own organisational 


costs, Swiftcall must meet 
the costs of interconnection 
to the networks. An 

additional 20p charge 
levied by BT for 
connections from its 
payphones is met by the 
customer. 

Mr Fray says Swiftcall’s 
users come from all 
soaoeconomic groups in 
file UK. Some 20 per cent of 
the customer base is 
earning less than £10.000 a 
year, and another 20 per 
cent more than £35,000 a 
year. Swiftcall advertises in 
the quality broads hee ts, 
but gams 65 per cent of all 
new business from 
word-of-mouth referrals. 

“Anyone who has friends 
or family in other cou n tries 
might be a customer,” he 
says, adding that ethnic 
communities are 
particularly well 
represented and have 
demonstrated a willingness 
to accept new brands. After 
the US, Australia and India 
are the most-called 
destinations, while calls to 
France and Germany have 
doubled over the past 18 
months. Traffic from 
Ireland, where Swiftcall 
extended its operations 
about 18 months ago, is 
also up. 

“Pundits said prepaid 
calling would never 
take-off," says Mr Fray. “In 
feet, this form of service 
has proved very attra c t i ve 
to anyone on a low budget, 
or with a mobile lifestyle, 
because it offers control 
over expenditure.” KDD 
Call 127 will be marketed 
primarily to the UK-based 
Japanese community. 

Swiftcall wants to 
provide a broader portfolio 
of voice services, and 
simpler access, in the 
future. Caller Line 
Identification (CLQ will 
enable Swiftcall to offer 
more payment options such 
as direct debiting: The 
company has considered 
smart-card technologies 
and is watching e-cash 
trials such as Mondex and 
Visa Cash, but currently 
sees no point of entry for 
those technologies in its 
business. 

Swiftcall plans to 
introduce an Internet 
telephony service “once 
capacity and rooting issues 
are resolved”, probably 
within the next year. 
Swtftcall’s Global Card 
already makes it possible 
for customers to access 
Swiftcall from 40 countries 
via a free-phone number. 
Swiftcall also wants to 
exploit the market for 
pre-payment of mobile 
phone services by badging 
the service of an existing 
supplier. 

Anne Queree 
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Era of rapid expansion 


A new generation 
of advanced 
satellite systems 
will enable 
operators to offer 
a vast range of 
applications 

A fter years in the wil- 
derness, satellite tele- 
communications is 
poised to enter an era of 
rapid expansion, bringing 
mobile communications to 
globetrotters, basic tele- 
phony to the developing 
world and broadband data to 
corporate users. 

Telecoms satellites were 
until recently considered by 
many to be white elephants 
in the sky. Costly to launch 
and with limited bandwidth, 
they were no match for the 
newer optical fibre networks 
that now ring the world. 

Facing obsolescence, the 
satellite communications 
industry has therefore had 
to seek out new applications 
that do not compete with ter- 
restrial networks. And it has 
had much success with tech- 
nologies such as Global Posi- 
tioning System (GPS), used 
to track track fleets, and 
Very Small Aperture Termi- 
nal (Vsat; satellite systems 
that allow businesses to 
beam data to multiple sales 
offices. 

But these applications 
seem quite modest when 
compared with the new gen- 
eration of advanced satellite 
systems currently . being 
developed. A plethora of 
operators has registered to 
offer services over the next 
five years that go beyond the 
traditional uses of providing 
fixed circuits and television 
broadcasts and tap the grow- 
ing market for international 
data and mobile telephone 
services. 

Plans for more than 60 
schemes have been filed, 
ranging from systems to 
expand the reach of today’s 
cellular phone networks, to 
costly Intemet-in-th e-sky 
concepts such as Teledesic 
the $9bn project conceived 
by telecoms pioneer Craig 
McCaw and backed by Bill 
Gates. Microsoft chairman, 
and the Boeing aircraft com- 
pany. 

“I do not think we will see 
that many actually la unched 
and today its quite bard to 
pick winners." says Julian 
Chu, senior consultant with 
Gemini Consulting. 

Teledesic is the most 



BT Global Satellite Services utilise an te n n a at London Teleport 


famous, thanks to its high- 
profile backers such as Bill 
Gates and. most recently. 
Saudi billionaire Prince 
Alwaleed. Teledesic hopes to 
bring broadband data ser- 
vices to areas of the world 
where optical fibre cannot 
reach with a “constellation" 
of 288 small satellites that 
will be placed in low earth 
orbit (Leo) by 2002. 

The Teledesic project is 
hugely ambitious — unrealis- 
tically so to its critics - but 
several milestones have 
already been passed. It 
cleared its final regulatory 
hurdle in 1997 and launched 
a test satellite in February. 

Nevertheless, the first 
operational satellites will 
not fly until 2001 and. as 
well as the technical chal- 
lenges inherent in the sys- 
tem's design. Teledesic feces 
competition from at least 12 
other broadband systems, 
many of which have not got 
beyond the drawing board, 
while others are closer to 
deployment 

US satellite company Loral 
Space and G nmraiiniKatinng 

is one of those closer to 
deployment and plans to 
start selling Its CyberStar 
service to support high-band- 
width Intranets, extranets 
and virtual private networks 
at the end of this year. 

“CyberStar is Ideal for 
companies with multiple, 
remote international loca- 
tions, or with a large mobile 
workforce,. or with a need to 
routinely deliver large data, 
files to numerous locations 
simultaneously,” says Ron- 
ald Maehl, president of 
CyberStar. 

Unlike Teledesic. Cyber- 
Star has tflkpn an evolution- 
ary approach and plans to 
use three gristing satellites 
in geostationary orbit posi- 


tioned over tbe Americas, 
Europe and Asia. In April, 
CyberStar signed a deal with 
computer manufacturer 
Hewlett-Packard to include a 
satellite receiver card in 
HP's high-end servers, allow- 
ing companies to deliver the 
CyberStar service to desktop 
PCs via a corporate network. 

By 2010. US consultancy 
Pioneer Consulting predicts 
broadband satellite systems 
could have more than 36m 
subscribers and generate 
more than $77bn In annual 
revenues. 

Scott Clavenna, senior 
analyst at Pioneer, believes 
the new generation of broad- 
band satellite services are 
ideal for offering high-speed 
Internet access, particularly 
for corporate customers, 
because they eliminate the 
bottlenecks associated with 
the “last mile” of today's ter- 
restrial networks. However, 
there are emerging terres- 
trial technologies that also 
address this “last mile" prob- 
lem and Mr Qavenoa cau- 
tions that broadband satel- 
lite operators who focus 
purely on Internet access are 

play in g a risky gam g 

“A broadband satellite sys- 
tem planned today will not 
be fully operational until 
2002-2005. Considering the 
meteoric rise of the Internet, 
it is nearly impassible' to say 
what the telecommunica- 
tions market will look like in 
2005. making judgments on 
how to design systems diffi- 
cult,” he says. • 
-T-.ae'.^bisoadband.^sutelhte 
yidjuMBMtafflifc aiten- 
tion but the sateffite-systems 
closest to realisation are 
those that aim to offer 
mobile voice and narrow- • 
band data services in regions 
where cellular networks do 
not reach. 



An Iridium’s sateffite constellation was com 
company plans to offer a ‘global roaming' faefl) 


month; the 
September 


Iridium, backed by Moto- 
rola, is the best known and 
its constellation of 67 Leo 
satellites was completed last 
month. 

It plans to start commer- 
cial operations in September 
offering a “global roaming" 
facility that will allow users 
to travel with a handset that 
can automatically switch 
between tbe Iridium system 
and conventional cellular 
networks. 

Tbe Ecco project of US 
company Constellation Com- 
munications (CCD is taking 
a more leisurely timetable 
- it wifi not start operations 
until late 2001 - and It will 
initially focus on 75 coun- 
tries in an equatorial band 
around the globe. 

Jerry Waylan. president 
and chief executive officer, 
believes there are 50m-l00m 
potential customers in this 
equatorial band, with Brasil 
and Indonesia being the larg- 
est markets. 

“We cover a lot of the 
right countries. These people 
have the ability to pay but 
cannot get telephony ser- 
vices today because they do 


not live in (ban areas.” he 


says. 

The Ecco 
launching l! 
for a cost of 
nuts coni] 
gets of snrm 


iject involves 
satellites 
“Its pea- 
with the bud- 
f the other 


schemes.” he |ys. 

Last montn CCI signed , . 
the ITS-hasedOrbital Sci- 
ences Corportion. which 
makes the igasus and ! 
Torus rockets .to manufac- 
ture and launn the satel- ; 
lites. Ecco ma expand to 
cover the entv globe by. 
2003 for a cost r S2hn. but ; 
Mr Waylan eruuasises tlut 
the project is mail? focused 
on the equatorTabelL 1 > 
A veteran t'fjthe spate . | 
industry, he eotntsts tie^ 
low-risk approaelCCl is fee- -' 
ing - its satellite are reh- ■ 
lively low-tech with the 
heavy investmertiand con- . 
plex satellite 1 desifp} 
required by clmpetiig 
systems. j 

"It’s importan not to b. 
technology •driven' and f 
there is one tKng I haii . 
learned during years i 
this business it is to kee , 
things simple.” } 


FIXED- WIRELESS ACCESS ;• By Joia Shillingfoixl 


How to sidestep the local loop 
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The technology is 
g ainin g ground 
despite problems 
with the first UK 
network roll-out 

F or companies such as 
Aberdeen, UK-based 
Atlantic Telecom, 
fixed-wireless access is the 
key to bypassing the local 
loop. But not every telecoms 
company which implements 
it succeeds. Is this due to 
technological or marketing 
problems? Or simply cus- 
tomer resistance? 

The first attempt - Icmi- 
ca’s - at providing a fixed- 
wireless access network in 
the UK had problems to 
begin with, partly because 
Ionica was helping to test 
untried technology, which It 
had helped to develop. 

But industry analysts say 
the real problem was not so 
much the technology (now 
stable), but an 
over-ambitious roll-out plan, 
combined with a poorly 

designed network. 

“Because Ionica planned 
to take on British Telecom 
from the very beginning,” 
says one analyst, “they had 
to install a lot of base sta- 
tions at once, which was 
expensive. In their rush to 
install, they seemed to put 
base stations wherever there 
was a suitable site, without 
thinking about how they 
could maximise coverage In 
more concentrated areas. 
This meant that although 
they had lots of base stations 
out there, some aim were 
thinly served.” 

The ambitious forecasts, 
which could not be met, dis- 
appointed investors and Ioni- 
ca's share price plunged 
shortly after the company 
was floated. 

However, lonica’s early 
problems do not mean that 
there is no market for fixed- 
wireless access (FWA), or fru- 
its services. The company, 
now under new management 
with Mike Biden from BT as 
chief executive, says its net- 
work covers 12 per cent of 
homes in the UK market. 
And the UK’s second FWA 
operator, Atlantic Telecom, 
is also expanding. 



Graham Duncan: ‘Atlantic competes throu^i dear concepts rattier than complex discount schemes’ 


Mr Biden says there are 
three big markets for FWA 
technology: 

“First, incumbent tele- 
coms. operators (telcos) can 
use it to reach out inexpen- 
sively to remote areas. Tel- 
stra in Australia, Telecom 
Finland and Bell rinnntta are 
□sing it in this way. 

“Second, new licensed 
operators such as ourselves 
and Atlantic Telecom can 
use it to bypass the fixed 
local loop network. 

“Third, it can be used in 
emerging markets, such as 
the Third World, to provide 
telephone services quickly to 
areas which don’t yet have 
phone lines.” 

Graham Duncan, chief 
executive of Atlantic Tele- 
com. says: The importance 
of bypassing the local loop 
technology is that new telcos 
can gain direct access to tbe 
customer.” He believes that 
long-distance telephony has 
become a commodity mar- 
ket, with operators having to 


compete cm price. He says: 
“They are limited in terms of 
how they can bundle and 
promote their services 
because BT still bills the 
customer for local services 
and therefore has a r elation , 
ship with them." 

Similar reasons probably 
encouraged US longdistance 
operator AT&T to announce 
in February 1997 that it was 
seriously considering offer- 
ing FWA. However, some 
AT&T staff and analysts 
believe that the company no 
longer Intends to do so. 

Rothlyn Newell, a spokes- 
woman for the company, 
said it started testing FWA 
late last year but added: 
“We're not discussing the 
testing., not giving any pre- 
dictions on when we mi gfit 
come to market” 

Meanwhile, in the UK. 
Atlantic and Ionica are mak- 
ing tbe most of their cus- 
tomer connections and using 
innovative marketing and 
packaging of services to win 


new customers. For example, 
both offer to install two 
phone lines for the price of 
one, offering cheaper line 
rental on the second one. 

Both also offer some free 
value-added services. Atlan- 
tic provides free voicemail 
and Ionica can issue three 
different phone numbers and 
ring tones for a single line 

Atlantic, which is gradu- 
ally rolling out its FWA ser- 
vices to Scottish cities, 
allows customers to phone 
anywhere In Scotland for the 
Price of a local calL They 
can also phone London num- 
bers at a local call rate. 

Mr Duncan, a former 
accountant, is a committed 
marketeer, conducting focus 
groups to find out what cus- 
tomers want He says; “ft is 
poi ntle ss to compete against 
BT on price alone because 
that means you don’t set 
your own agenda, BT does. 
And when BT changes Its 
Prices, you have to too. 

"Instead,” he says, “Allan- 


tic competes though clear- 
concepts (for example, two 
lines for one) rrther than! 
complex discount schemes." 

Atlantic and bnica say" 
there is little c listener resis- 
tance to using FW\ technol- 
ogy. Mr Duncan ays: “We 
thought this wouli be more , 
of a problem that it has 
turned out to be. iome cus-, 
tomers are concerted about- 
how good the lint quality • 
will be till they trytt at our. - •- 
shop in Glasgow.” . - 

Atlantic has had ome dis- 
cussions with the loal court- , 
cil about the powir of Its » - 
base stations but MiDuncan.^ 
says that at 100 nilliwattsfQ : 
they are 6.000 tines lessTy 
powerful than a nurowave ‘ 
oven. He believes Alantic’s-, .* 
technology is safe. 

Radio technology is also 1 
available at other requen- . 
cies - such as 10 ftgahere- 
and above for bradband , 
high -capacity busness-to; 
business links, 2 ggaherz - 
and below for celliar net- , 
works (and for Norte's Pros- . 
lmity C and T. FWA . 
systems), and 3.4-3J gigah- , 
era for Nortel's’ Pro unity I . 
technology used by [onica^ 
Scottish Telecom, 'elstra, 

Bell Canada and thers. 
Atlantic Telecom use tech- 
nology from Israeli ctnpany ., .. 
Tadiran Telecommnica- - 
tions. 

Mr Duncan says custimenlftf- , 
are interested in the srviq£, 
not the technology. Atantjc ^ 
currently offers service {o T. ■ 
residential and 
ness customers in GL 
Next on the agenda is ! 
deen. then Greater GU 
Edinburgh and Dundet 
follow. The company, 

offers services to 

outside its FWA areas ia 
small box that e onn ecs ., 
the phone line, offeringcus - 
tomers many of the amt ‘ ■ • 
deals. \ , • 

Ionica currently serve the. 
tv regions of Anglia, fenj’ ,* 
fral and Yorkshire, lndulln^ V J 
cities and rural areas. Me .. '■ 
Biden says there is plenb ofl- 
room for growth: "Tbe : 
dential telephony marks as- ’ 
a whole is growing at 
per cent and the share of lis- j ' 
posable income which 7K , 
households are spending bn*- 
telephony Is going up.” ' '■ 
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f P«*er McCarthy -Ward: *We have to expect regulators to pay greater 
attention to us but it is important that K does not go too far* 

UK REGULATION ■ By Peter Purton / 

New mood of 
peace and 
co-operation 


it* local loot 




L~ 




The state of 
warfare that once 
existed between 
;^)ftel and BT no 
1 longer exists. But 
there are still 
some differences 
between the two 


P eace has broken out 
between regulator and 
regulated, at least 
when it comes to telecommu- 
nications. The days of threat 
and counter-threat - or bluff 
and counter-bluff - of refer- 
rals to the Monopolies and 
Mergers Commission or the 
1 initiation of court actions 
between the Office of Tele- 
communications (Oftel) and 
British Telecommunications 
1 (BT) look as though they 
may be over. A new cooper- 
ative mood has swung in. 
i j* VJe think the regulatory 
• ‘‘^pressure is tough but neces- 
sarily so." says Peter 
, M«;Carthy-Ward. BT’9 gen- 
! eril manager of UK regula- 

± :. “As the latest tele- 
s operator in the UK. we 
have to expect regulators to 
p^y greater attention to us 
' than to others but it is 
^ important that it does not go 
too far.” 

■ McCarthy-Ward sees the 
evolution of regulation as a 
see-saw process as the mar- 
• feet liberalises. It starts with 
: a 100 per cent monopoly and 
i sirong regtilation of that 
monopoly's activities. But as 
the market opens up and 
competition grows in 
g.^rength. McCarthy- Ward's 
■%w is that there should be 
■' ess and less regulation of 
BT and more of its competi- 
tors until eventually all are 
subject to equal regulation. 

In some areas, McCarthy- 
Ward believes that time has 
• already arrived. 

, “We would like to see a 
, c omm on set of rules cover- 
ing price notification,” he 
j. says. -With all of the compe- 
. tition in the market today, 

; pricing is a very fast-moving 
area. At the moment, we 
r have to give Oftel four 
k weeks’ notice of intended 
r . price changes. That's quite a 
. restriction on our commer- 
Vrial activities. We’d like 
jr^Randardised rules - a level 
l Playing field." 

I McCarthy-Ward acknowi- 
I edges that Oftel sees the 
principle that regulation is a 
surrogate for competition 
j- the’ same way as BT does. 

The ideal situation, both 
• Oflel and BT agree, would be 
one where there was no need 
j' for a regulator because com- 
!■ petition would regulate the 
r market But he still believes 
: there is room for Oftel to 
i. become more lenient 
j towards BT and get tougher 
. 'rith BTs competitors, 
j “BT is subjected to more 
onerous responsibilities and 
. interpretation of the rules is 
more severe than for its 
j competitors. Many regl- 
. Intents are triggered by 
|i*fcrases such as -significant 


^ 'market power* or are in 
4- offier ways based on *judg- 
, • merits 1 ." . McCarthy-Ward 
j.- notes. This, he says, is 
\ starting to put BT at a sig- 
nificant disadvantage 
.. against competitors. 

"Today’s business increas- 
■ ingly requires fast change 

J. »Mle new. regulations 

$*. **quire long learning-curve 
cydes - the two are not com- 
;• Patihie." 

, " One area where this is 
' '•* becoming increasingly awk- 
;■ *ttd is that of service provi- 
- *kbl Thanks to interconnect 

j. Agreements -the terms by 
Which one carrier must 
‘ j, aQow the use of its network 
another carrier - it is no 
icQfcger necessary to build an 
'|ir«Unsive telecoms infira- 
. - -^ructure in order to. offer 
■ *}uite a range, of telecoms 


The problem, as McCarthy- 


Ward sees it is that there 
are now very many service 
providers in the market and 
not that many companies 
willing to invest in the infra- 
structures on which they all 
rely. The danger is that 
investment in infrastructure 
will become increasingly 
unattractive if virtually any- 
one is allowed to use it on 
unattractive terms to the 
infrastructure's owner. 

“The more service provid- 
ers in the market, the 
greater the tension with net- 
work operators.” says 
McCarthy-Ward. “At the 
same time , prices for inter- 
connection are very low in 
the UK. If the people who 
are not building networks 
are able to exploit great dif- 
ferences. the greater the ten- 
sion with infrastructure 
owners will became." 

Another area where 
McCarthy-Ward would like 
to see BT given more leeway 
is that of the use of radio. In 
the 1980s. when the founda- 
tions for today's regulatory 
environment were laid, the 
fear was that the former 
monopoly. BT, could stifle 
the development of new 
radio-based services such as 
mobile telephony if its abil- 
ity to compete in the arena 
were not restrained in some 
way or other. 

Today, mobile telephony Is 
one of the -fastest-growing, 
most profitable and competi- 
tively most dynamic areas of 
telecoms. McCarthy-Ward 
believes the restrictions 
placed on BT then are no 
longer necessary. And with 
the much-talked-about con- 
vergence of fixed and mobile 
telephony - and the prospect 
of increasing competition 
between the two - BT is 
beginning to face a growing 
disadvantage against its 
competition. 

None of the above are 
issues on which Oftel is 
likely to put up too much 
opposition. One item on BTs 
menu which might not be so 
easy for Oftel to digest how- 
ever, is that of the power of 
Oftel itself. 

“We would like to see a 
right of appeal," says 
McCarthy-Ward. 

At the moment, avenues of 
appeal are restricted to the 
courts and the Monopolies 
and Mergers Commission. 
These are avenues which BT 
would only use as a very last 
resort as they would be very 
high profile, expensive and 
make huge demands on the 
company’s management 
time. 

On the other hand, enlarg- 
ing the pool of appeals mech- 
anisms would inevitably 
weaken Oftel-, 

The state of warfare that 
once existed between Oftel 
and BT no longer exists. But 
there are still some differ- 
ences between the two. 
Right now observers are 
waiting to see the effects of 
two important events. The 
first is the direction the new 
man at the helm of Oftel will 
fcihg The second Is the out- 
come of a government 
review of the role of regula- 
tors in general. 

David Edmonds was 
appointed director-general of 
telecommunications by Mar- 
garet Beckett, president of 
the Board of Trade, In April. 
He . assumed his duties on 
May 1. Early indications are 
that Edmonds, who was 
.managing director of group 
central services with the 
NatWest group, will be teen 
to help DK telecoms compa- 
nies compete, grow and 
exploit frwh opportunities to 
"the benefit of the UK econ- 
omy. 

As far as the review of the 
role. of regulators is con- 
cerned; BT will argue the 
ra«» to the government that 
telecoms is not a utility in 
the sy ne way as water, for 
example. And Oftel is likely, 
to say the same. 


Europe 


EUROPMOV^ 


Hectic period for £140bn market 


The drive to construct or acquire 
transmission infrastructure is 
accelerating, while the trend to 
strategic alliances has continued 


I t has been a hectic 
period for Europe’s 
newly competitive, 
£140bn telecommunications 
market -but most of the 
operators have come 
through the first six months 
after market liberalisation 
comparatively unscathed. 

As the investment bank 
Morgan Stanley Deem Witter 
put it “Nobody has died. 
The are sttH flashing. 
The telephones are still ring- 
ing." 

Even Deutsche Tele- 
kom - Europe's largest oper- 
ator which faced a tougher 
regulatory regime than 
many had anticipated and 
immediate competition from' 
the new fixed-line operator 
Mannammn Arcor - man- 
aged to beat market expecta- 
tions with a 6.1 per cent 
improvement in turnover 
and 9 per cent improvement 
in profits before tax for the 
first quarter of the year. 

The trend to strategic alli- 
ances continued as compa- 
nies sought to secure 
improved access to custom- 
ers and aridWrma) traffic to 


fill their networks. Deutsche 
Telecom and France Tele- 
com, for example, formed an 
alliance with Rp p rgte, a pub- 
licly quoted UK telecoms 
operator in which the 
National Grid holds a major- 
ity stake, to create a “prop- 
erty company". Metrohold- 
ings. The . plan is to build 
local networks in UK cities 
starting with London. Bir- 
mingham and Manchester. 
The networks will give the 
partners low-cost direct 
access to UK business cus- 
tomers. Enexgis will benefit 
from fees for building and 
managing the networks. 

Telecom Ifalin and Cable 
and Wireless of the UK 
announced a partnership 
sealed by an exchange of 
assets. C&W sold its 20 per 
cent stake in Bouygues T616- 
com. the French mobile 
operator, to Telecom Italia 
for some $743m. The new 
partnership, which has 
proved controversial, with 
some Italians questioning 
the benefits to the national 
operator, means it is 
unlikely Telecom Italia win 


proceed fth a proposed alli- 
ance wlj AT&T of the US. 

Tel ef oca entered Into a 
loose stance with World- 
Com -Ml of the US. The 
S pnnis pperator. which had 
plannefo join Concert, the 

Rri trchf elBgo mmiin ira firing . 

MCI jot venture, had been 
left faiimbo after the col- 
lapse (ST’S plans to merge 
whhKl. 

It inspected that further 
consolation will continue 
to respa tbe industry. 

Tbirive to construct or 
acquz transmission infr a - 
struire is accelerating. 
Davipertle, chief executive 
of Efrft. a European alter- 
nant carrier, says the 
grotog demand in Europe 
for lata transmission is 
canny a shortage of capac- 
ity: II do not see a glut of 
traimission capacity for 
yea," he said in announc- 
in3hat Esprit had bought 
Plmet, a subsidiary of 
Ttpsen in Germany. Esprit 
is Constructing a pan-Euro- 
pan broadband network 
ung high-capacity, fault- 
tirant Synchronous Digital 
Rrarchy (SDH) technology. 
the newer transmission 
pin ol ogles are providing 
tentative operators such as 
sprit, Energis and Colt 
nth a substantial advantage 
wer traditional operators 


who. despite their size and 
customers numbers, are 
handicapped by large and 
inefficient networks. 

According to the Boston 
Consulting Group: “Today's 
fibre optic backbone has up 
to ten times the capacity of 
systomc deployed a few 
yean ago. H requires less 
capital and has lower operat- 
ing costs. As a result. Qwest 
and WorldCom, two of the 
newer networks, together 
have capacity equal to (the 
US long-distance operators) 
AT&T, MCI and Sprint com- 
bined. for one-tenth the 
aggregate investment.” 

The explosive demand for 
data transmission suggests 
that there will be ample 
business for new network 
operators such as Alba com. 
Colt. Energis, Esprit, Hermes 
Europe Railtel and o.tel.o 
(the German joint venture 
created by the Industrial 
groups Veba and RWE). 

The dramatic growth of 
mobile telephony in Europe 
is also contributing to 
demand for capacity on the 
principal trunk routes. In 
Italy alone, there were 12.4m 
subscribers at the end of 
February, making it 
Europe’s largest mobile mar- 
ket. 

Technology, however, will 
not be enough- There is a 


rapidly growing realisation 
that the key to success in 
today's noisy, bustling 
marketplace is customer ser- 
vice. There is ample evi- 
dence that the fall potential 
of the new telephone ser- 
vices are not being exploited 
by European businesses. 

The consultancy Datamon- 
itor. for example, says that 
while companies are used to 
pang the telephone for sales 
calls, they have yet to under- 
stand the importance of 
building a relationship with 
customers through the 
phone: “This is worrying in 
an environment where 60 
per cent of the average com- 
pany’s customers are being 
called by competitors every 
week.” 

And the accountancy 
group Arthur Andersen con- 
cluded. based on research in 
France, that while busi- 
nesses understood the 
importance of telecoms, they 
had yet to come to grips 
with what was at stake: 

“This is a major block to 
developing a strategic and 
coherent telecoms policy. 
Senior managers find it diffi- 
cult to believe that telecoms 
has already become an effi- 
cient method of sharing 
knowledge and increasing 
productivity." 

The Internet provides a 


telling example. Only 53 per 
cent of European businesses 
believe the Internet will 
have a huge effect on tbe 
way they do business, com- 
pared with 61 per cent of US 
businesses and 68 per cent in 
the Asia Pacific region, 
according to BT. 

European telecoms opera- 
tors, on the other hand, arc 
taking the Internet seri- 
ously. They are aware that 
by the end of 2000 ns many 
as 80m personal computer 
users will have access to the 
Internet, representing poten- 
tially huge losses of revenue 
to Internet telephony; the 
use of the Internet to carry 
calls as packets of data at 
low prices. 

Investment bank J.P. Mor- 
gan says that a surprising 
number or European opera- 
tors have already moved 
towards controlling the 
Internet telephony market 
by developing their own ser- 
vices or buying Internet 
companies. 

Tele Danmark and Deut- 
sche Telekom, it suggests, 
hare taken the most radical 
approaches. Tele Danmark is 
already the largest Internet 
service provider In the coun- 
try and Deutsche Telekom is 
offering Internet access 
through its high-speed ISDN 
lines at modest cost 
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you the most innovative 
communications solutions? 


Behind Lucent Technolgies is R&D engine Bell Labs. 


Horne of 24,000 enginers and scientists in 20 countries around 
the world. (Nine facilifes in Europe, five in the UK.) 

The source of ideas J d solutions to help you meet any/every 
complex communtcapns need you face, today and tomorrow. 
Innovations from BelLabs are helping reduce complexity, 
by Integrating voiced data. 

.Our networking sditions are reducing congestion and 
dramatically increping capacity. 

WeVe even develeed new servers and software that are, 
right now, enabltg true Internet telephony. 


We know what tn network of the future looks like. 


We know how tofake you there. 
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GEffiHANY • By Ralph Atkins in Bonn 


Competition has developed in unexpected directions 


The full impact of the new regime is 
uncertain after only five months of 
full liberalisation. But the extent to 
which Germany has pulled down the 
barriers is surprising 


I n Germany, telecommu- 
nications liberalisation is 
taking place at a pace, 
and to an extent, that few 
predicted. 

Five months after Deut- 
sche Telekom lost the last of 
its monopoly markets - pub- 
lic voice services - competi- 
tion has developed in unex- 
pected directions. The most 
obvious beneficiaries have 
been opportunistic compa- 
nies such as MobOCom. the 
Schleswig-based group, 
which listed on Germany's 
Neuer Markt for smaller 
innovative companies only 
last year. 

Relying heavily on infra- 
structure rented from Deut- 
sche Telekom. MobilCom 
says it is already making 
protits and carries at least 
3.5m minutes of conversa- 
tions a day on its fixed tine 
business. 

In the process, Gerhard 
Schmid, its founder and 
chief executive, has become 


a D-Mark billionaire almost 
overnight. 

But other companies, par- 
ticularly the country’s large 
energy and industrial con- 
glomerates such as Veba, 
Mannesmann and RWE 

- which have followed a 
more traditional German 
route, investing heavily in 
Infrastructure - are also eat- 
ing into Deutsche Telekom's 
market. And the billions 
committed to building new 
telecoms networks is such 
that they can almost not 
afford to fail. 

The extent to which real 
competition is erupting can 
be gauged by the reaction of 
Deutsche Telekom. For 
months it has barracked 
Klaus-Dieter Scheurle, head 
of Germany’s new indepen- 
dent post and telecoms regu- 
latory authority which came 
into operation on January L 

Within, days. Deutsche 
Telekom had provoked a 
self- damag in g row over the 


amount it could charge cus- 
tomers who wished to con- 
tract to competitors. More 
dramatically, in May it 
announced provisions of 
between DM3.5bn and 
DM4_5bn to cover the cost of 
an adverse ruling on charges 
for its cable television net- 
work (long regarded as a 
potential alternative tele- 
coms network). 

The level of provisions is 
such that Deutsche Telekom 
might even have to cut its 
dividend this year- a move 
unlikely to endear the group 
to its thousands of small 
shareholders following its 
partial privatisation in 
November 1996. 

Much might be posturing, 
but Deutsche Telekom’s 
unease reflects Mr 
Scheurle's pledge “to be a 
very strong regulator". He is 
backed by Germany’s 1996 
telecommunications law 
which, he says, is the most 
liberal in the world. “It 
ensures that each and every- 
one can operate in this 
important market of the 
future. Market entry is open 
to all - in particular there 
are no restrictions of any 
kind on foreign companies.” 

The extent to which Ger- 


many has pulled don the 
barriers is perhaps upris- 
ing for foreign commies 
suspicious of a coury in 
which the boundary bween 
politics and business isften 
blurred and many of tl . big- 
gest companies are ui to 
cosy co-operation rher 
than fierce competition 

Suspicions were raist by 
the fact that the goveraent 
remains the largest sire- 
holder in Deutsche Tdom 
- giving it every incenti; to 

urge an easy ride for thtor- 
mer monopoly. But vile 

JGrgen Stark, state sectary 
in the Bonn pnflttco rn lur ry 
and member of Deutihe 
Telekom’s supervis-y 
board, has warned the roi- 
lator of the impact of is 
decisions on Deutsche To- 
kom. Mr Scheurle has wi 
Important backing Era 
GQnther Rexrodt, the et- 
nomics minister and met 
ber of the liberal Free Dem 
cratic Party, junior membt 
of the Bonn centre-rigt 
coalition. 

So far, more than 50 com 
parties are offering telephone 
services. Prices have been 
cut by as much as 70 per 
cent. 

But it is not just the ease 


of access to the telecoms 
market that puts Germany 
at the forefront of liberalisa- 
tion. Mr Scheurle has delib- 
erately intervened to ensure 
the development of full com- 
petition. where necessary at 
the expense of the former 
monopoly. Deutsche Tele- 
kom has been hit by a inter- 
nationally-low “interconnec- 
tion" rate of 2.7 pfennigs a 
minute set by the telecoms 
regulator for connections 
between rivals’ networks 
and Deutsche Telekom. 

That low rate, for 
instance, is one of the rea- 
sons why MobilCom has 
been so successful. Mobil- 
Com, and other similar com- 
panies. may also have bene- 
fited at least initially from 
confusion - still unre- 
solved - over where the dis- 
tinction should be drawn 
between rival network oper- 
ators entitled to the “inter- 
connection" rates and simple 
“resellers” of telecom ser- 
vices which might have been 
charged more. 

Meanwhile, Mr Scheurle 
has clamped down on Deut- 
sche Telekom’s plans to 
charge customers who con- 
tract permanently to rival 
suppliers using so-called 


FRANCE • By David Owen in Paris 


Privatisation pays dividends 


Charges are down 
and services are 
improving, but 
consumers think 
there is still room 
for improvements 

B ernard Zuber, a col- 
lege member on the 
Autorite de Regula- 
tion des Telecommunica- 
tions (ART), the French tele- 
coms watchdog, clearly 
harbours no doubts on the 
subject 

“Very definitely, yes," he 
says when asked whether 
French businesses and con- 
sumers are getting a better 
service following full liberal- 
isation of the country’s tele- 
coms market “In a way that 
is undeniable. It is totally 
evident in our view." 

Competition may be firmly 
entrenched in France’s buoy- 
ant mobile phone sector 
where Cegetel and Bouygues 
vie effectively for business 
with France Telecom, the 
country’s former monopoly 
telephone operator. But it is 
a much more recent phe- 
nomenon, as far as most of 
the general public is con- 
cerned. in fixed telephony. 

Full liberalisation dates 
only from January i this 
year and Cegetel - expected 
by many to emerge as 
France Telecom's leading 
domestic competitor for 
fixed services as it has in 
mobile - did not launch its 
“7" service until the follow- 
ing month, and then only in 
certain regions. By the end 
of April, it was claiming 
170,000 clients, with nearly 
2m minutes or communica- 
tions a day carried by Us 
network. 

Mr Zuber believes the 
improvement already experi- 
enced is due largely to a 
reduction of costs. Figures 
produced by the ART sug- 
gest that telephone bills for 
typical household and busi- 
ness users have fallen since 
1995. with increased sub- 


scription charges more than 
cancelled out by reduced 
rates for the calls them- 
selves. 

Based on a basket of one 
subscription, 185 local calls, 
ll intermediate calls and 40 
long-distance calls. ART cal- 
culates that the monthly bill 
for a typical household has 
edged down from FFr184.35 
in 1995 to FFr179.37 in 1997. 
For businesses, based on one 
subscription. 234 local calls, 
44 intermediate calls and 92 
long-distance calls, the 
savings have been more sub- 
stantial. With bills falling 
from FFr348.37 in 1995 to 
FFr297.03 last year. 

Olivier Porte, telecoms 
representative for the Club 
Informatique des Grandes 
Entrep rises Franpaises, a 
body representing the pri- 
vate-sector companies with 
the 100 biggest information 
technology budgets in 
France, confirms that 
Clgrefs members have bene- 
fited from substantia] price 
reductions in recent years. 
“Since about the start of 
1997. there have been tariff 
cuts or 40-50 per cent for 
international calls and 
national long-distanpe.” he 
says. 

Mr Porte also points out 
that the very biggest tele- 
phone users may benefit 
from additional discounts. 
“Published tariffs are more 
and more for small- and 
medium-sized users." he 
says. “Large users more and 
more get bespoke tariffs.” 

He says that another way 
in which liberalisation has 
helped big consumers is in 
reducing the length of con- 
tract terms. “Two years ago. 
to get the best price, you bad 
to commit Tor three to five 
years ” he says. “Now the 
standard is 12 months. That 
is a big shift.” 

Mr Zuber acknowledges 
that those who use their 
telephones very little may 
actually have been adversely 
affected by the changes in 
recent years in the run-up to 



dgref members claim the cost of caBng a moble phone from a 
fixed number in Paris b now the same level aa i nte rnatio na l cafla 


full liberalisation. This is 
because they might not 
make enough calls to 
counter the increased sub- 
scription charges. But he 
points out that by the same 
token, heavy household tele- 
phone users may have done 
as wen as business users out 
or the changes. “An individ- 
ual who phones a lot abroad 
has benefited as much as 
companies.” he says. 

Mr Zuber also points to a 
number of ways in which he 
feels the quality of service 
offered to clients is improv- 
ing. The opening of France 
Telecom agencies on Satur- 
days was in this regard, he 
says, a point of progress. 
“They know there are com- 
petitive pressures. People 
are beginning to say If you 
don't respond quickly when 1 
ask for something. I will go 
elsewhere.’" 

Increasingly, this will not 
be an empty threat Mr Porte 
says that while France Tele- 
com is still “the main ven- 
dor" for virtually all the 
club's members, “the major- 
ity of our members already 
have two operators, or are 
about to have two opera- 
tors". He confirms that in 
bis view, carriers are tend- 
ing to become “mare proac- 
tive”. with customer care 


programmes becoming more 
and more important 

France Telecom is gener- 
ally reckoned to have pro- 
vided a good standard of ser- 
vice even before 
liberalisation started to give 
customers the option of tak- 
ing their business elsewhere. 
“As a general rule, people 
were happy with the quality 
of service offered by France 
Telecom,” says Mari e-Made- 
leine Dollfus who handles 
consumer affairs for the 
Association Franpaise des 
Utilisatenrs du Telephone et 
des Telecommunications, a 
body representing household 
and small business phone 
users. 

Even so. telephone con- 
sumers appear to think there 
are ways the present situa- 
tion could be further 
improved. 

Ms Dollfus is less content 
with the level of service in 
the highly competitive 
mobile phone segment, 
where she says there are 
“big problems” with the 
length of subscriptions and 
billing among other issues. 

“People rush into it and 
they don’t always think care- 
fully." she says. She sug- 
gests that people come with 
the impression the level of 
service mil be as good in the 


Dbile sector as for fixed 
tephony. ART says it is 
• aare of the discontent in 
tfe area and is organising a 
s dinar on the subject in 
tl second half of this year. 

idler Quill ot, commercial 
ai marketing director of 
Fmce Telecom Mobiles, 
sa: he does not accept that 
thi standard of service is 
low for mobile than for 
fix' services. “I think we 
ha> some very good perfor- 
maie criteria." be says. 

Chsnmer organisations 

alsonmp lflin about the High 
co6tf calls made from fixed 
telejones to mobile termi- 
nalsvtr Porte describes the 
levelf tariffs as “indecent”, 
sayir that when customers 
call .mobile phone from a 
fixed umber in Paris, “it is 
more ^pensive than calling 
Los ageles”, even if the 
recipiit of the call is in the 
next nm 

"Wehave been told by 
some cour members that at 
their hdquarters, the cost 
of fbd-to-mobile has 
reacheithe same level as 
mtemaunal calls," he says. 

Eric luerqnin, deputy 
treasureof the Union Feder- 
ate des msommateurs Que 
Choisir, nother consumer 
organise on. says "fixed 
telephonuuhscribers are to 
some exht financ in g the 
developmit of the mobile 
network." 

Operatoi justify the level 
of fixed-tcnobile charges 
partly by poking out that it 
is technicjy much more 
complicate) to route calls 
quickly to anobOe terminal 
in an unprdctable location 
than to anoier fixed phone. 
They also safixed-to-mobile 
charges in -ance are rela- 
tively low b£uropean stan- 
dards. 

Mr Porte Iso comments 
on the “dmatic lack of 
standardisaon in billing 
formats”. Aa consequence, 
“when you -ant to re-bill 
between costentres in your 
company, it »n at first be a 
nightmare”. 


“pre-selection” rather than 
choosing their carrier call by 
call 

Until the row is settled. 
Deutsche Telekom cannot 
char ge anything - so cus- 
tomers can switch cost-free. 
Mr Scheurle has also ruled 
that telephone numbers 
belong to the customers and 
Deutsche Telekom, cannot 
charge customers who wish 
to take t he"! to a rival sup- 
plier. 

Also s till to be resolved is 
a final agreement on the 
terms under which Deutsche 
Telekom h«s to offer unbun- 
dled access to its network 
services - a move that 
requires a complete opening 
up of the local loop to com- 
petitors rather than stipula- 
ting that services are taken 
only on Deutsche Telekom’s 
terms. 

After only five months of 
fall liberalisation, the full 
impact of Germany’s new 
regime is uncertain. Compet- 
itors have taken approxi- 
mately a 2 L5 per cent market 
share and are expected to 
have reached 5 per cent by 
th e pnd of the year with the 
trend clearly upward. 

What might curb such 
full-blown competition? The 
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Kbus-D»tsr Sehewla: promised to be 'a veiy strong regulator* 


most obvious threat is of 
court action reversing Mr 
Scheurle’s decisions - or at 
least creating confusion 
about the application of 
rules. Deutsche Telekom is 
phaitenging his rulings on a 
number of fronts - including 


the interconnection and 
cable television rates. 

Deutsche Telekom has 
failed to win rulings that 
might hamper Us competi- 
tors by suspending regula- 
tory decisions. But the possi- 
bility is not passed. 
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France Telecom Mobiles 


Penetration rate 
soars to 11.5% 


The French took their own 
sweet time to teH for the 
mobile phone, in co nt rast 
to some of their west 
European neighbours who 
appeared to take to the new 
gadget much more readily. 

Two years ago, 
subscribers to mobile 
telephone services still 
made up less than 3 per 
cent of the French 
population, making the 
country the most 
underdeveloped of large 
European mobile telephone 
markets. 

Today, that penetration 
rate has soared to 11.5 per 
cent, based on figures to 
March 31, 1998, and the 
“portable", as elsewhere, 
has become an 
indispensable feature of 
everyday business life. 

No wonder wireless 
services have become tire 
driving factor behind 
revenue growth at France 
Telecom, the former 
monopoly operator that 
was partly privatised by 
Lionel Jospin's Socialist-led 
government last autumn. 

As Michel Bon, France 
Telecom's chairman, 
pointed out recently. “The 
French market is no longer 
behind in cellular phone 
penetration since more 
than (me person In ten is 
now a subscriber". 

France Telecom is still 
leader of the 6.7m-strong 
French mobile market, in 
spite of strong competition 
from Cegetel and. more 
recently, Bouygues. At the 
end of March, the company 
had 3.45m subscribers, the 
vast majority through its 
Itineris service. This 
compared with 2£9m 
subscribers for Cegetel and 
nearty 646,000 for 
Bouygues. 


France Telecom Mobiles 
(F1M) encompasses all 
France Telecom group units 
active in mobile and 
wireless communications, 
including cellular phone 
services, paging and 
International ventures. In 
1997. it had sales of 
FFrl7.Um, with about 
FFTSbn coming from 
outside France, against 
FFriuzbn in 1996 and 
FFre^bn in 1995. This 
compared with total 1997 
reveines for France 
Telecom of FPrl56.7bn. 

Marie-Christtne Lambert, 
frnanrw d i r e c t or, estimates 
that FTO now has about 
5m customers for its 
services in France and 
around the world. It has 
clients in a dozen different 
countries, including 
Poland. Greece, Lebanon, 
Belgium, Slovakia, China. 
Romania and Denmark. 

And it claims to be the 
fonrth-biggest GSM 
operator in Europe. 

In France. FTM is aiming 
to niflinfaTn its market 
share at 50 per emit or 
more. Analysts at JP 
Morgan are expecting 
French cellular penetration 
to reach almost 30 per cent 
by the end of 2001. A 50 per 
cent share of such a market 
would give FTM nearty 9m 
French subscribers. 

DkUer Qnillot, 

commercial and marketing 
director, says there are 
several reasons why the 
company has been able to 
retain leadership of its 
home market. 

The quality of its 
network is one factor. Bis 
Lambert pots total capital 
expenditure on the Itineris 
network at FFrlSbn, with 
about FEr4bn earmarked to 
be spent this year. The 


company claims coverage 
of 96 per cent of the French 
population. Since last June, 
this coverage has included 
Mont Blanc. 

Effective advertising and 
distribution have also 
played a role. But perhaps 
the most critical factor 
underpinning its market 
leadership is the strength 
of its new product 
development. 

One example of this is 
the Mobicarte pre-paid 
card, launched last year, 
which consists of a GSM 
smart card that gives users 
call credit and can be 
reloaded at any time. 

Also last year, the 
company launched Ola. a 
concept designed to turn 
the mobile phone into more 
or a consumer, as opposed 
to a business, product Ola 
subscribers receive a 
package including a mobile 
handset and a choice of 
four tariff options. 

For business customers, 
FTM has Loft a service 
giving a choice of between 
two and eight hours of 
communications a month 
and the opportunity of a 
loyalty discount for those 
prepared to sign up for 24 
months. 

It appears that such 
initiatives have helped 
underpin FTM’s leadership 
in spite of tariffs which, 
according to JP Morgan, 
are “comparatively high". 
(French cellular tariffs in 
general are. however, said 
to be among the cheapest in 
Europe, especially for 
frequent users.) 

Based on current 
projections, France 
Telecom expects Itineris to 
break even in 1998. 

David Owen 
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DOES YOUR COMPANY 
HAVE AN IDEA WE CAN 
TAKE SOMEPLACE? 




Along the windblown prairies of Penelope, Texas, GTE is simply...the phone company. But far away in 
China, we’re a paging service for 25 cities. In Redmond, Washington, we’re a sophisticated LAN system 
for Microsoft. In Washington, D.C., we’re managers of a private data network for the U.S. Treasury. 


Were still a provider of local phone service, with different countries. On the Web , our SuperPages* Interactive 


more than 21 million lines in the U.S l But we also Services received more than 28 million visitors last year. We're 


go far beyond that w’re moving ideas in a lot of different ways. a leader in managed Internet security. We deliver cellular 

GTE hosts some of the largest websites in the world. service in Venezuela. IVe provide 911 service for millions of 

supporting more than 25 million page views a day. We're people in California. 

developing a 17, 000-mile, coast-to-coast data network. It And yes. we're still the people who make the phones ring 

will expand the capacity of the GTE network to 1Q0 times the in Penelope , Texas. Muskegon , Michigan. And Lynnwood. 



size of today's Internet. 


Washington. We're a company clear in its mission of moving 


We're also a long-disfance company, with more than two ideas for people , no matter where they live, or where they work, 

million customers. GTE provides directory services in seventeen or where their lives and businesses take them. 
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We’re people who move ideas via local phone lines, long distance, wireless, video, Internet and 
directories. That’s what we do. That’s who we are. Does your company have an idea we can take someplace? 



■www.gte.com 
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EASTERN EUROPE • By John Williamson 


$ 1 20bn of investments needed 


Billions of dollars have been attracted 
into the region by partially privatising 
national telcos through the sale of a 
strategic stakes to foreign investors 


Prirafisafion in eastern Europe 


A ccording to a new 
report from Price 
Waterhouse, invest- 
ments totalling a cool $120bn 
are required to bring 
national fixed telephone line 
penetration levels tn 12 
countries in Central and 
Eastern Europe (CEE) up to 
parity with their counter- 
parts in the West 

Few of the governments or 

telcos in the countries con- 
cerned have anything like 
the cash surpluses or foreign 
reserves needed for this 
exercise. Nevertheless, many 
CEE governments accept 
that modernisation and 
expansion of their telecoms 
infrastructures will defi- 
nitely need to continue if 
fledgling market economies 
are to take deeper roots and 
prosper in the new century. 

There are, of course, alter- 
natives to injections of gov- 
ernment cash and internal 
telco re-investment for prim- 
ing under-developed tele- 
coms pumps. One is for the 
telco to acquire commercial 
debt. Another is far govern- 
ments to licence new wire- 
line. mobile and cable televi- 
sion operators whose 
networks can take up some 
of the extant PSTN (Public 
Switched Telephone Net- 
work) slack. 

A third, which has already 
attracted billions of dollars 
into the region, is to par- 
tially privatise the national 
telco through the sale of a 
strategic stake to a foreign 
investor. This is often fol- 
lowed by an initial public 
offering, and sometimes 
there is a requirement for 
the foreign partner to dilute 
its ownership over time, to 
enable more local investors 
and company employees to 
participate in the sharehold- 
ing party'. 

To date, some sizeable 
funds have been generated 
by the partial privatisation 
of CEE telcos. The sale of a 
67.2 per cent stake in Hun- 
garian telco Matav to the 
MagyarCom consortium of 
Deutsche Telekom and 
Ameritech netted more than 
Sl.Tbn in two tranches. In 


similar vein, the TeiSource 
pairing of KPN and Swis- 
scom paid Si.45bn for a 27 
per cent stake in Czech oper- 
ator STP Telecom in 1995. 

Smaller telcos in smaller 
countries have attracted 
more modest foreign partici- 
pation. For example, a con- 
sortium led by Greek telco 
OTE recently closed a 
$l-UL5m deal for 90 per cent 

of Armenian telco Armen- 
TeL 

Some big telco sell-offs 
remain in the pipeline. At 
least six operator groups are 
understood to be interested 
in paying between $4bo and 
$6bn for a 30-35 per cent 
stake in Romania's RotnTele- 
com. The Polish authorities 
are progressing a multimil- 
Iion-dollar IPO for Teleko- 
munikaqja Polska before the 
end of the year. 

A further 25 per cent of 
Russia's AO. Svyazlnvest, 
the holding company which 
groups about 85 local 
regional telephone compa- 
nies under its stewardship, 
is supposed to come under 
the hammer at about the 
same time; the 1997 sale of 25 
per cent of this organisation 
raised Jl.88bn. 

Further off, Ukrtelecom 
which has umbrella respon- 
sibility for Ukraine's 
regional telecoms operators, 
provides service in Crimea, 
Kiev and Sevastopol, and 
has an interest in the coun- 
try's long-distance operator, 
could be privatised to the 
tune of $L5bn before the end 
of the decade. 

There is some uncertainty 
about what such privatisa- 
tions will be worth in the 
end, due in part to different 
readings of how much of the 
equity of these companies 
will actually come to mar- 
ket. This uncertainty is com- 
pounded by the plans and 
market muscle of competi- 
tive operators in those loca- 
tions where competition has 
been implemented or Is 
scheduled. And these com- 
petitors themselves are not 
averse to selling strategic 
stakes to overseas investors. 

In the Czech Republic, for 
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example, the energy utility 
telecoms organisation Alia- 
tel recently took Germany's 
RWE Telliance as a 40 per 
cent partner while the broad- 
cast and mobile concern 
Ceske Radlokomunikace has 
Tele Danmark as a 20 per 
cent co-owner. 

Importing overseas finance 
and expertise seems to have 
paid off for telcos such as 
Matav. Over the three years 
following the establishment 
of the MagyarCom consor- 
tium. Matav increased the 
size of its network from L3tn 
lines to 2.1m lines. And in 
the operators surveyed by 
Price Waterhouse, Matav 
now has the highest level of 
revenue per line at $444. 

However, the privatisation 
path does not always run as 
smoothly as the foreign 
investors might wish. 

A case in point is the 
rather convoluted saga of 
the sell-off of a stake in Kaz- 
akhstan’s telco Kazakhiele- 
com. In early 1996, Deutsche 
Telekom reportedly bought a 
49 per cent stake In the com- 
pany for $5 40m, the deal 
apparently being that the 
German operator would 
exert control over Kazakhte- 
lecom for a minimum of six 
years. However. Telekom 
subsequently withdrew from 
the deal because of a lack of 
official commitment to nec- 
essary tariff increases, and 
uncertainty about the pre- 
cise terms and conditions of 
its opera ting licence. 

Tariff re-balancing is a 
particularly awkward nettle 


to grasp in CEE. "It is an 
illustration of the extent to 
which tariffs are unbalanced 
in Central and Eastern 
Europe that a long-haul 
international call costs 
approximately 93 times the 
cost of a local call of the 
same duration, on average, 
among the operators we 
have considered," notes 
Price Waterhouse. "In Rus- 
sia this ratio increases to 432 
times and in Macedonia to 
450 times." 

Last year, Korean giant 
Daewoo stepped in to (ill the 
Kazakh telecom breach, buy- 
ing a 40 per cent stake for 
$1.37bn and pledging to 
spend a further Slbn to 
expand Kazakhstan's net- 
work. The national target Is 
to have 3.3m telephone lines 
in operation by the end of 
the decade, up from about 
2^m today. 

Unfortunately, the recent 
financial crisis in parts of 
south-east Asia now seems 
to have scuppered Daewoo’s 
Kazakhtelecom’s ambitions, 
with recent reports suggest- 
ing that the Korean manu- 
facturer is now litiTnaHing its 
stockholding. 

The Svyazlnvest deal is 
another that has attracted 
controversy. The purchaser 
was a group led by Onexim- 
b ank and involving the 
international financier 
George Soros. Critics main- 
tained. inter alia, that the 
price paid was too low, that 
the tendering period was too 
short, and that the investors 
had little in the way of 


hands-on telecoms experi- 
ence. 

In any event there is no 
guarantee that privatisation 
proceeds will be channeled 
back to the telecoms sector. 
Another concern about the 
Svyazlnvest deal was that 
only a very small percentage 
of the proceeds was initially 
returned for in v estme nt in 
selected regional operators. 

Circumstances and priori- 
ties on both sides of the telco 
privatisation equation can 
and do change. 

In Latvia, the Tilts consor- 
tium took a 49 per cent stake 
In Lattelekom, with a 1994 
agreement giving partners 
Cable & Wireless, Telecom 
Finland and International 
Finance Corporation exclu- 
sive fixed voice and data 
rights until the year 2013. 
Today, the Latvian govern- 
ment wants to introduce 
competition earlier to 
enhance its bid for EU mem- 
bership. while Tilts wants 
compensation for this and 
the introduction of more 
realistic tariffs 

“Investing in the telecom- 
munication sector in these 
countries is therefore a com- 
plex process, requiring 
insight into the key issues 
driving the sector, and a 
detailed understanding of 
the benefits and risks associ- 
ated with the diverse range 
of investment opportunities 
available,” concludes Price 
Waterhouse. 

The author is senior technol- 
ogy editor of Global Tele- 
phony Magazine 


ITALY * By James Blitz 


Enormous potential 
for mobiles growth 


Italy's extraordinary obsession with 
mobile phone services shows no sign 
of levelling off. Competition for a 
third operating licence is intense 


M obile telephony is 
one of the fastest 
growing businesses 
in Europe today. But in no 
country is ft showing quite 
the potential for revenues, 
profits and growth as Italy. 

In the eight yearn that the 
two existing providers of 
mobile phone ser- 
vices - Telecom Italia and 
Omni tel - have been In oper- 
ation, the Italian obsession 
with the product has been 
nothing short of phenomenal 
in the view of many industry 
analysts. 

Thus far, the two compa- 
nies are between them 
thought to have achieved 
“penetration" - the ratio of 
subscribers to inhabit- 
ants -of 21 per cent. Tele- 
com Italia alone has some 
10m subscribers, turning it 
into the largest individual 
mobile operator in Europe. 
Only in Scandinavia, where 
penetration is now at about 
35 per cent - has the market 
been anything like as strong. 

But anybody who thinks 
that growth in the Italian 
market is beginning to level 
off should think a gain Both 
TIM - and Omnttel were last 
year reporting significant 
growth in subscriber num- 
bers, up 62£ per cent and 245 
per cent respectively com- 
pared to 1996. Revenues for 
TIM alone in 1997 were 
L9,456bn, up nearly 30 per 
cent on the previous year. 

Meanwhile, the Italian 
government’s competition 
for the third mobile licence 
- due to be resolved in .the 
next few weeks - has 
attracted fierce competition 
from three consortia, involv- 
ing Enel, the I talian electric- 
ity giant, Bni, the OH and gas 
conglomerate, and Autos- 
trade, the soon-to-be-priva- 
tised motorway network. 

“I see no reason why pen- 
etration of the I talian mar- 
ket should not reach more 
than 50 per cent in the next 
ten years.” says Tomaso 


Pompei. chief executive of 
Wind, the Enel-led consor- 
tium. “There is no market in 
Europe with quite the poten- 
tial this one has.** 

What are the reasons for 
this? Mr Pompei puts it 
down, in part, to the way 
mobile telephony in Italy 
bas developed over the past 
eight years. 

In the US and Germany, 
he says, the providers of 
mobile services started by 
offering services fixed to 
cars, while Italy missed out 
this stage and went straight 
into hand-held cellular 
phones. "Over the long term, 
it has been far easier to 
build a market in a mobile 
phone service that wasn't 
fjypri to any form of trans- 
port-” 

There are other argu- 
ments. too. “Quite simply, 
the Italians love to talk,” is 
the view of one analyst, who 
points out that this claim is 
based on figures showing 
that, on average, they dock 
up more minutes usiDg 
phones of any kind than 
man y other nationalities. 

Then there are the other 
ane cdotal factors. There is 
the status symbol that the 
mobile phone seems to enjoy 
in the streets of Europe's 
Club Med countries. 

In Italy, the weakness of 
the public administration 
means that deadlines and 
appointments are often 
missed and the mobile phone 
puts things right. With 
about one-third of the 
southern workforce 
employed in the black econ- 
omy. the flexibility of the 
mobile phone is also deemed 
attractive. 

Some people continue to 
take a more sober view of 
the growth potential of this 
market James Ross, a tele- 
coms analyst at ABN-Amro. 
argues that Telecom Italia 
Mobile has already won over 
the wealthiest of the avail- 
able customers to its 


systems. “The third licence 
will be a good business but 
the level of market share 
achieved by TIM is so large 
that it will be very hard to 
beat down.” 

And there is not much 
sign that Italy's mobile mar- 
ket is. as yet. reducing the 
number of people relying on 
fixed telephony. The fixed 
telephone system has 
achieved about 45 per cent 
penetration but Mr Ross 
believes it still has a consid- 
erable way to go. 

“In some countries, the 
penetration of fixed tele- 
phony can reach around 
65-70 per cent,” he says. 

The consortiums bidding 
for the third licence put 
their faith in other argu- 
ments. however. A senior 
figure connected with the 
Autostrade bid. for example, 
notes that there is far 
greater sophistication among 
the Italian public about 
mobile phone pricing and 
that this will expose the 
existing operators to compe- 
tition. 

“A staggering 40 per emit 
of new mobile phone users 
do not buy a single SIM [sub- 
scriber information module] 
card from Telecom Italia or 
Omnitel." she said. “Instead, 
they go and spend about 
twenty dollars on a dispos- 
able p re- paid card. This can 
be bought from any of the 
mobile operators. There is. 
therefore, extraordinary flex- 
ibility in this market.” 

Moreover, market research 
by one of the consortiums 
suggests that the Italian 
public’s interest in fixed tele- 
phony is limited. “The 
responses we have been get- 
ting in focus groups show 
that I talians can't wait for 
mobile phone prices to come 
down far enough so they can 
get rid oT their fixed phone," 
said one figure. . 

Given all this, it is little 
wonder that the competition 
for the third mobile licence 
has been so fierce. Or that 
some companies are already 
contemplating bidding for 
the fourth. 
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MERCERS AND ACQIHSiTIONS • By George Black 

On the increase globally 


As the industry 
gradually evolves, 
opportunities for 
deals are 
emerging all 
round the world 


acquisitions 
and alliances in the 
telecommunica- 
tions industry are increasing 
worldwide as companies 
jockey for position in an 
ever-accelerating business. 

Deregulation of national 
markets and the develop- 
ment of new technology are 
opening up many new oppor- 
tunities for acquisitions and 
partnerships of various 
Hods. 

“We have talked to just 
about everybody." says Peter 
Eustace, group head of 
media relations for UK-based 
telecoms operator Cable & 
Wireless. These talks are 
mainly about alliances in 
which minority sharehold- 
ings could be exchanged, he 
says, but all possibilities are 
being looked at in a hi ghly 
volatile market 

Some deals may be driven 
by the egos and ambitions of 
chief executives, but most 
are part of the process of 
natural selection in the evo- 
lution of the industry. 

Bernie Ebbers. head of 
WorldCom, received a $l7m 
cash bonus for arranging 
last year’s takeover of MCI 
Communications and other 
WorldCom senior executives 
also received substantial 
rewards. But industry ana- 
lysts saw the deal as justi- 
fied by market trends rather 
than inspired by greed or 
vanity. 

In general it is probably 
the fittest who survive and 
cuslomers ultimately bene- 
fit But now there are doubts 
about whether more mergers 
will mean more competition 
and more choice or re-emerg- 
ing monopoly power. 

US politicians and officials 
reacted with concern when 
SBC Communications 
announced a plan to merge 
with Ameritech. creating the 
country’s largest phone com- 
pany by market capitalisa- 
tion and second-largest by 
revenue and controlling a 
third of the local call mar- 
ket Following SBC's acquisi- 



WhleMon foresees takeovers eib Internet telephony emerges 

tion of Pacific Teles is and that within five years ail the 
Bell Atlantic’s purchase of middle-tier ISPs will have 


Nynex. this would reduce 
the number of regional 
phone companies horn seven 
in 1384 to four. 

At the some time, the 
European Commission is 
said to be worried that the 
WorldCom-MCI combination 
could have too much control 
over transmission across the 
Internet. 

But assuming that the 
authorities do not decide to 
volte-face and start to re-reg- 
ulate, several areas of the 
market look ripe for further 
consolidation. Most obvi- 
ously, Internet-related com- 
panies face a wave of take- 
overs. 

The UK has more than 200 
Internet service providers 
(ISPs), most of them small 
and many unprofitable. It is 
doubtful, indeed, whether 
Internet access can in the 
long term constitute a profit- 
able business in itself; there 
are signs that service provid- 
ers may move on to an 
advertising-funded basis and 
seek profits through other 
services such as home shop- 
ping. 

But the Internet is such an 
important market and such 
a challenge to the leading 
telecoms operators that they 
cannot afford to stay out of 
it Scottish Telecom recently 
plunged in and bought 
Demon, one of the UK's lead- 
ing ISPs. 

Peter Rowell, managing 


come under the control of 
the telecoms operators. 

“There is no place Tor a 
medium-sized general ISP," 
he says. “There will be a few 
large ones and many niche 
value-added services, but 
those in between will all dis- 
appear.' 1 

Telecoms operators are 
also forging links with Inter- 
net search engine compa- 
nies - MCI with Yahoo, for 
example. 

Another area in which 
more mergers may be expec- 
ted is equipment manufac- 
turing. Telecoms equipment 
suppliers such as Nokia and 
Alcatel are increasingly com- 
ing to compete with data 
network equipment manu- 
facturers such as Cisco and 
3Com. 

Charlie Whleldon, 
vice-president of telecoms 
systems supplier Vicorp. 
foresees possible takeovers 
as these companies seek to 
establish themselves in the 
emerging. Internet telephony 
market 

In the wake of European 


deregulation, a shakeout of Iess's long-distance operator 
operators looks likely. Fixed Mercury Communications 


and mobile networks are 
likely to converge through 
alliances and partnerships as 
well as takeovers. 

In the UK there are more 
than 100 licensed telecoms 
operators, in a market which 
can probably only support a 
small fraction of that num- 


directar of mergers specialist her in the long term. Many 
Regent Associates, thinks of the smaller ones are 


with three cable TV compa- 
nies, Bell Cablemedia. Nynex 
and Video tron- 
Mr Marshall argues that 
further mergers of this type 
are necessary to gain econo- 
mies of scale. In other coun- 
tries. too, more of this sort of 
concentration could be 
expected if deregulation per- 
mits. 


FRAUD AND THEFT • By Peter Purton 


Down but still not out 


barely profitable but have 
built up considerable cus- 
tomer bases. They will prob- 
ably be taken over by the 
larger ones, although some 
may be able to bold on to 
viable niches. 

The prospects for interna- 
tional mergers are hindered 

by matters of politics. 

Mr Rowell argues: “There 
is no logic to having your 
own national phone service, 
any mare than to having 
your own national airline." 
Governments which attempt 
to protect their national 
operators from market forces 
will penalise their people 
who will suffer In terms of 
service, he says. 

Alliances are likely to be 
at least as popular on the 
international front as merg- 
ers. For example. Cable & 
Wireless recently announced 
the formation of a global 
partnership with Telecom 
Italia, beginning with an 
exchange or assets. 

Brian Marshall, divisional 
director for consultancy CAP 
Gemini, notes that European 
companies are at a disadvan- 
tage to their US competitors. 
“It is much easier for US 
firms to get into Europe 
than for European ones to 
enter the US," be says. Com- 
plex regulation governing 
foreign investment in the US 
was among the reasons why 
BTs bid for MCI failed, in 
his view. 

The consequence of this 
anomaly could be a much 
increased US presence on 
the European telecoms 
scene, without a correspond- 
ing European investment in 
the US. 

Finally, there are the cable 
television networks. The UK 
market has quickly consoli- 
dated from more than 40 
cable operators to fewer 
than 10. Last year it saw a 
big restructuring involving 
the merger of Cable & Wire- 


There is no single 
solution to the 
problem. But the 
technologies 
being used to 
combat fraud are 
getting better all 
the time 

T be bad old days of 
analogue mobile 
phone cloning - where 
stolen or disconnected 
phones are modified to 
appear legitimate - may be 
coming to an end as more 
and more mobile phone 
users “go digital". But fraud 
and theft are still important 
issues for the world's tele- 
communications network 
operators. 

Worldwide, it has been 
estimated, some $l3bn a year 
is lost to telecoms fraud- 
sters. In the UK and in the 
rest of Europe, most opera- 
tors of telecoms networks 
and services will admit to 
losing 2-3 per cent of their 
revenues doe to a combina- 
tion of fraud and bad debt. 

“Fraud is a by-product of 
competition," notes Chris 
Thomas, a consultant with 
Cborleywood Consulting, 
based in Buckinghamshire. 
England. “In a situation 
where there are two or three 
competitors and all are in a 
rush to get customers there 
Is a temptation to take on 
bad customers." 

The first step In tackling 
fraud, says Mr Thomas, is to 
set up good procedures. Pre- 
sale credit vetting and scor- 
ing are a must, he says, as is 
verification of the appli- 
cant's identity, preferably 
from more than one source 
(for example, a utility bill 
and a driving licence). 
Another good move, says Mr 
Thomas, is to immediately 
send out a welcome letter to 
the address given by a new 
customer. 

“When you're dealing with 
fraud, you’re dealing with 
human behaviour,” notes 
Michelle Wheeler, product 
marketing manager at Light- 
bridge, based in Waltham, 
Massachusetts, where she is 
responsible for Fraudbuster, 
an automated fraud detec- 
tion system. 

Fraudbuster works by 



Hart bottoms voice verifi ca t io n will be in use within two years 


creating an idealised model 
of a subscriber's calling 
behaviour which it then 
compares to real calling pat- 
terns. A human analyst is 
alerted when a set of thresh- 
olds and scares set up by the 
network operator are 
exceeded. 

Good indicators of fraud 
are new subscribers who 
change contact information 
soon after joining up, a rap- 
idly escalating phone bill or 
calls to suspect numbers or 
countries, says Ms Wheeler. 

Mow accurate the system 
is depends to a large degree 
on how much of a risk the 
network operator is willing 
to take on its customers 
when setting its rules and 
thresholds, ff it is too soft it 
will lose more to fraudsters. 
If it is too strict. It will 
offend legitimate customers. 

One way to improve accu- 
racy without annoying good 
customers could be to 
improve the quality of tbe 
information available to net- 
work operators. In the US. 
for example, Lightbridge has 
built a database or known 
fraudsters - a so-called Nega- 
tive File Database (NFD) 
-which it makes available 
to its network operator cus- 
tomers. 

The NFD lists payment 
histories of known fraud- 
sters and their “significant 
seven" details: name, 
address, social security num- 
ber, phone numbers at home 
and in the office, driving 
licence number and date of 
birth. Lightbridge is cur- 


rently assessing the legal 
and data protection require- 
ments in different European 
countries with a view to set- 
ting-up a European NFD. 

While making it more diffi- 
cult for serial fraudsters, an 
NFD does not address tbe 
Issue of improving detection 
rates for first-time fraud- 
sters. One solution to this 
problem may be the applica- 
tion of neural networks tech- 
nology. according to Bill 
Seymour, general manager 
or fraud solutions, a subsid- 
iary of Canadian telecoms 
equipment maker Nortel. 

A neural network is essen- 
tially a learning computer. 
In its application to a fraud 
detection system, a neural 
network would ensure that a 
personal profile is a dynamic 
thing, updated minute by 
minute. 

“if you are using rules and 
thresholds you can only dis- 
cover what you know," says 
Mr Seymour. “A neural net- 
work can detect unknown 
fraud." He claims that neu- 
ral network-based fraud 
detection systems such as 
his company's Supersleuth 
product are 10 times more 
productive because analysts 
are not being slowed down 
by false alerts. 

“With traditional systems, 
19 out of 20 alerts are fake," 
says Mr Seymour. “We 
believe we get it right 50 per 
cent of the time." 

Witb so much at stake, 
other high tech counter 
fraud innovations can be 
expected to emerge soon. 


One interesting avenne. at 
least one that can be applied 
to cases where tbe fraudster 
is pretending to be some* 
body else, could be that of 
voice verification. 

Like retina scanning or 
finger print recognition tech- 
niques currently being eval- 
uated for use with automatic 
telling machines < ATMs), 
voice verification is a bio- 
metric technique. First, a 
measurement has to be 
taken of the original. This is 
then analysed and stored as 
a computerised model for 
later comparison with real 
life samples. 

Jonathan Hart, sales and 
marketing director or Cam- 
bridge-based Vocal is. a 
leader in this field, believes 
voice verification will be “os 
accurate as finger printing 
taken in the field." He esti- 
mates that we will see voice 
verification in use within 
two years. 

There is no single solution 
to the fraud problem, but the 
technologies being used to 
combat fraud ore getting bet- 
ter all the time. Compared to 
tbe bad old days of analogue 
mobile telecoms, when 
losses of up to 30 per cent at 
revenues were reported, digi- 
tal is already a big improve- 
ment 

A reason for this, accord- 
ing to Hubert Tardieu. man- 
aging director of Serna 
Group Telecoms, based in 
Paris and London, is that the 
designers of telecoms equip- 
ment had the benefit of the 
experience with analogue 
when they put together the 
specifications for digitaL So, 
for example, digital net- 
works examine the validity 
of two Identification codes 
every time a call is made. 
One code allows them to ver- 
ify the validity of the hand- 
set, the other that of the 
user. And so far -at least 
the Industry claims -no 
fraudster has cracked the 
structure of either code. 

The problem In the US, 
where analogue technology 
continues to dominate, is 
still significant, says Mr Tar- 
dieu. “The United States will 
end up going digital,” be pre- 
dicts. “And it wfll be primar- 
ily because of fraud, not 
quality of sound or any of 
the other benefits of digital 
technology." 
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As a multinational business, your global eoimmini- 
caiions are mission critical Only a truly international 

and independent single source provider cun reliably 

deliver totally seamless solutions. You may already 
know that multi-vendor and alliance solutions do not 
deliver either quickly, effectively or globally. Our 
strength lies in our independence and specialisabon. 
For vou, this means we deliver what we promise. 
You work with one network, one team and one 


common set of technologies, your best guarantee of 
reliability and quality. 

Integrated Communications 
We specialise in advanced communications for 
international business, providing integrated data, fax 
and voice services delivered through our own global 
network. Successful international clients such as 
NestliS, Allergan. Henkel and thousands of others 
recognise Info net as a stable and innovative supplier. 


As do the many national telecom operators and global 
1 000 businesses whom we provide with international 
network services. 

Global Intranets 

In addition to being the leading provider of high speed 
global intranets, Infonet implements and supports 
leading workgroup applications, such as Microsoft 
Exchange™ and Lotus Notes™, in addition to other 
corporate intranet services. We support all this directly 


from our local offices in 57 countries, with connections 
in over 1 80. 

For 27 years we have been developing global 
communications solutions that really make a difference 
in everyday business. To find out more about the 
benefits Infonet can deliver - today and tomorrow - 
contact us as below. 


on 750° Europe + 32 2 627 39 1 1 Asia Pacific + 65 734 1739 North America + 1 310 335 2600 Latin America + 56 2 368 9400 www.infonet.com 

Uk +■ 44 1718 
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THE MILLENNIUM BOMB • By Joia Shiilingford 


Coping with the worst scenario 


Widespread efforts throughout the 
telecoms industry should ensure 
that the beginning of die year 2000 
is as painless as possible 


T he worst case scenario 
for the telecoms indus- 
try Is that on January 
1 in the year 2000. there is no 
dialling tone." says Patricia 
Henry, year 2000 supremo at 
Cable and Wireless. 

But Ms Henry and her 
counterparts in other tele- 
coms companies, and in tele- 
coms equipment suppliers, 
are working hard to make 
sure this does not happen. 

“In an Industry which is 
getting ever more competi- 
tive. it is great to see every- 
one working together.” says 
Colin McEwen. year 2000 
coordinator for Nortel’s tele- 
coms products. 

“In the UK. there is the 
The Inter Company Year 
2000 for Network Equipment 
Forum, a group of telecoms 
carriers working together to 
iron out problems; interna- 
tionally. there is the Interna- 
tional Telecommunications 
Union flTO). which will help 
developing countries gear up 
for 2000.** adds Mr McEwen, 
who is in the ITU’s year 2000 
taskforce. 

“Everyone realises that it 
is not enough just to get 
their own systems in order, 
they will lose money if cus- 
tomers cannot connect to 
far-flung destinations, or if 
calls are switched via the 
wrong routes on the wrong 
days." says Mr McEwen. 

All manner of systems and 
networks could be affected. 
Mr McEwen says: “Every 
business needs to check 
whether its PABX (switch- 
board) is year 2000 compli- 


ant. A modem PABX should 
still provide a dialling tone. 

but additional features such 
as voice maQ and complex 
call-centre features could 
malfunction." 

For example, the voice 
mail system might give the 
wrong day of the week. 
There are also likely to be 
problems with administra- 
tive tools for doing moves 
and changes (such as chang- 
ing someone's extension) on 
the PAB2L- . 

Date-dependent functions 
on the switchboard could 
also go haywire. If a switch 
is programmed to transfer 
galls to security at the week- 
ends and to reception during 
the week, things will start to 
go wrong, especially after 
February 29. 

Calls will start to go to 
security on some days when 
they should go to reception 
and rice versa. 

“Some telephone handsets, 
especially those which per- 
form complex tasks, could 
also be affected by the mil- 
lennium bug," says Ms 
Henry'. But in a well-de- 
signed switch, the handsets 
derive their intelligence 
from the switchboard’s soft- 
ware. says Mr McEwen. “So, 
if you install software to fix 
its year 2000 problems that 
will fix the handsets as 
well." 

On a larger scale, the tele- 
coms switches that route 
calls around national and 
international networks could 
have problems in the year 
2000. This means that tele- 


coms carriers are having to 
work very closely with sup- 
pliers to make sure their 
equipment is compliant. The 
year 2000 problem could also 
prevent them from issuing 
new lines to companies 
remotely. 

Potential problems for tel- 
cos are compounded by the 
fact that switch suppliers 
have tended to write their 
own proprietary software. 
This means that a telecoms 
operator (telco) may well 
have lots of equipment to 
check and lots of suppliers 
to liaise with. 

If such problems are not 
sorted out. calls could be 
routed via the wrong routes 
on the wrong days. This 
could cause congestion on 
routes where there usually is 
none. And it could cause tel- 
cos to incur extra costs 
because they route calls 
partly according to price. 

Many telcos are also using 
software - for example, for 
billing or value-added ser- 
vices - written in-house that 
is old, complex and ineffi- 
ciently written with many 
lines of code. Worse still, the 
staff Involved in the original 
development work may well 
have left the company. 

Ms Henry says; “It is 
highly unlikely that there 
will be no dial tone on Janu- 
ary 1 2000. but work needs to 
be done to avoid problems 
with value-added services.” 

Telecoms equipment 
which includes embedded 
chips containing date-depen- 
dent software could also be 
jinxed by the mill e nnium 
bomb. The good news is that 
not all chips are date depen- 
dent But products that can 
have embedded chips 
include modems, phones. 


telecoms switches. PABXs 
and routers. 

There Is every sign that 
telcos are aware of the dan- 
gers. Cable and Wireless has 
a detailed action plan for fix- 
ing year 2000 problems and 
making sure that its suppli- 
ers and operating companies 
do too. 

British Telecom has 
played a key role in getting 
the UK and international 
telecoms industry to co-oper- 
ate, providing the Inter 
Operators Forum’s secretar- 
iat and also playing a lead- 
ing role in the ITU year 2000 
taskforce. BT and Cable and 
Wireless Communications 
are also working together on 
a number of national and 
international year 2000 Ini- 
tiatives. 

US company GTE says it 
has achieved ITAA*2000 cer- 
tification from the Informa- 
tion Technology Association 
of America for tts year 2000 
plans and cable companies 
such as Telewest and NTL 
say they are well prepared. 

Equipment suppliers have 
also been busy trying 1 to 
raise awareness among their 
customers of what steps 
need to be taken. Nortel has 
been working closely with 
suppliers and is quite forth- 
coming in the level of techni- 
cal Information it has sent 
out to customers. It has 
printed 5,000 booklets (and is 
printing more) showing to 
what extent its equipment is 
compliant and what fixes are 
available. 

The cost of fixing year 
2000 problems is not crip- 
pling. BT is spending about 
£300m and Nortel estimates 
that it will spend $88m this 
year in addition to the $32m 
it spent last year, when its 


turnover was $5.7bn. 

For leading companies, the 
cost of fixing year 2000 prob- 
lems should be modest too. 
according to Mr McEwen. He 
says: “Companies using Nor- 
tel's Meridian l win still get 
a dial tone. Those using 
extra features will need to 
install a software fix, costing 
a few hundred to a few thou- 
sand depending on how com- 
plex their switch is.” 

“Yet," he warns, “aware- 
ness of potential telecoms 
problems within companies 
is not as hi gh as it should 
be. By now companies 
should have a clear plan for 
ensuring their telecoms' will 
work, a date by which any 
problems will be fixed and a 
named person responsible 
for doing the work.” 

Not every telco or tele- 
coms user will be dramatic- 
ally affected by they year 
2000 problem. “Telcos In the 
developing world with very 
old switchboards that don't 
include software will avoid 
the year 2000 problem,” says 
Mr McEwen. “It's the medi- 
um-old systems you have to 
watch out for.” 

One obstacle that may pre- 
vent an entirely trouble-free 
start to 2000 for telcos is that 
it is hard Ibr them to dupli- 
cate the scale of live tele- 
coms use. That is, it is possi- 
ble to check fixes and 
interconnections at, say. 
quiet periods such as week- 
ends. Or to get a test group 
to simulate real use. But 
until one minute past mid- 
night when people all over 
the world are phoning their 
nearest and dearest to wish 
them a happy new century, 
networks will not have been 
tested at full capacity. Let’s 
hope they work. 


CASE STUDY 


Cable and Wireless millennium programme 


Recipes for tackling year 2000 


Preparing 130 companies 
for the year 2000 sounds a 
mammoth task until yon 
talk to Patricia Henry, 
director of Cable and 
Wireless's millennium 
programme. Mrs Henry has 
broken down the task into 
simple steps and put them 
all in a “cookbook”. 

She says there are 
different recipes for 
different circumstances. 

The idea behind them is 
that it would be a waste of 
resources for all C&W 
companies to come up with 
their own recipes for fixing 
the millenniam problem, 
where software cannot 
recognise the year 2000. 

Instead. C&W in the UK 
has worked out best 
practice guidelines which 
all the companies can 
fallow. Its strategy is 
centralised bat tbe task of 
testing for year 2000 
problems and fixing them 
has been devolved to a 
senior line manager and a 
technical manager in each 
of its companies. 

The cookbook - actually 
called Project Initiation 
Document (PTD for short) 

- lists not just the recipes, 
but who in C&W fa 
responsible for cooking 
them. The managers 
responsible communicate 
regularly via monthly 
telephone conferences and 
regular workshops. 

They arc also encouraged 
to pool information via a 
web site on the Internet 
that only C&W staff can 
access. This includes details 
of which telecoms 
equipment is year 2000 
compliant and what fixes 
are available for bard ware 


or software that is not 
compliant. 

All sorts of telecoms 
equipment could be 
affected, from switchboards 
to modems, telecoms 
switches to telephone 
handsets, and payphones. 
This fa because a lot of 
telecoms equipment 
contains embedded chips 
and some of these have a 
two-digit date format that 
will not recognise “00” as 
the year 2000. 

Telecoms software, some 
of it proprietary and 
written years ago. could 
also be affected. Software fa 
critical to telecoms 
networks helping to route 
calls between different 
countries and provide 
value-added services such 
as calling line identity. 

However. Cable and 
Wireless estimates that the 
total cost of fixing the year 
2000 problem in its 
companies around the 
world will be between 
£I50m and £2 00m. This fa 
less than some other UK 
organisations are spending. 
For example. Robin Guenier 
of Taskforce 2000 estimates 
that the UK’s top four 
clearing banks will together 
spend about £lbn defusing 
the “millennium bomb”. 

One factor that has 
lowered tbe cost for C&W, 
says Mrs Henry, fa that 
some equipment was due 
far replacement anyway. 
Another fa the lack of 
duplication of effort around 
its sites. 

In many coses where 
software fa not compliant. 
Cable and Wireless is 
opting for a “windowing" 
solution. There are of 



Patricia Hervy: US Marines logistics expat turned C&W troubleshooter 


course, different recipes for 
different types of 
windowing in the 
“cookbook”. One sort of 
windowing involves telling 
the software that 
everything from the year 00 
to 49 fa considered to be in 
tbe 2000 century and 
everything in the range 50 
to 99 is considered to be in 
the 1900 century. 

Adopting windowing 
basically buys a company 
time by extending the life 
of software or equipment 
until it is doe for 
replacement anyway. 
Windowing typically 


extends the life of software 
by 1(M9 years. 

Cable and Wireless 
companies can make their 
own choice from tbe 
windowing and otho- 
solutions presented in the 
cookbook. “It's a question 
of picking the recipe yon 
like, and seasoning to your 
own taste,” she says. 

But wbat happens to 
Cable and Wireless sites so 
small that they do not have 
year 2000 experts on site? 
Mrs Henry, an American 
and former logistics expert 
in the US Marines, has 
thought of that. She has set 


up “parachute” teams, 
consisting of three technical 
experts (one team leader, 
one network specialist and 
one applications specialist) 
that drop in for one to three 
weeks, fix the problems, 
then fly on. 

“It’s a hard job flying 
from one little Caribbean 
island to another, bat 
someone's got to do it,” 
says Mrs Henry. 

C&W fa also working 
closely with suppliers and 
customers to ensure that 
their equipment is year 
2000 compliant. For 
example, ft sends suppliers 
detailed questionnaires. 

The company works 
closely with other telecoms 
operators (telcos) too. In 
April, Mrs Henry attended 
the International 
Telec ommunications Union 
(ITU) meeting in 
Johannesburg which 
focused on the year 2000. 

She says the ITU fa 
encouraging larger telcos to 
work with smaller ones 
which have limited 
resources, especially those 
to developing countries. 
C&W, for example, will 
work with BT to provide 
year-2000 assistance to 
some of the smaller telcos 
in the Commonwealth. 

Mrs Henry fa also 
responsible for ensuring 
that PCs and office facilities 
such as lifts, 
air-conditioning and 
security access systems, 
work at C&W in the year 
200 0. “Many people haven’t 
even started thinking about 
how their office premises 
will be affected,” she says. 

Joia Shiilingford 


NEW OPERATORS • By Michael Dempsey 



FIXED MOBILE CONVERGENCE* By Steve Costello 

Hot topic with 
benefits for all 


Operators believe 
the integration of 
services then 
networks could 
offer the best of 
both worlds 

F ixed mobile conver- 
gence fa one of the 
buzz topics in telecoms 
today, with operators world- 
wide looking to merge 
aspects of fixed and mobile 
telephony. 

The market for integrated 
fixed and mobile services is 
sizeable - according to Gem- 
ini Consulting, the market 
for converged services in the 
US and western Europe will 
be worth between $40bn and 
$50bn by the year 2000. 

The customer also stands 
to benefit from fixed mobile 
services. According to 
Valerie Spreit, principal con- 
sultant at Gemini there are 
three key benefits: conve- 
nience, ease of use and 
mobility. 

There fa still some confu- 
sion concerning the term 
“fixed mobile convergence.” 
Basically there are two ele- 
ments; the integration of 
networks, and the integra- 
tion of services. Many 
believe that, at the end of 
the day, the convergence of 
services fa most important, 
with converged networks fol- 
lowing after. 

Claude Dechaux, vice-pres- 
ident for strategy at 
Alcatel's mobile communica- 
tions division, agrees that 
the integration of services 
will happen before the inte- 
gration of networks. He says: 
“The first step will see the 
convergence of service. 
There will be nothing differ- 
ent on the network side, 
although we will probably 
see a single numbering 
scheme and single voice 
mailbox. It will basically see 
the bridging of different net- 
works with a single service 
platform.” 

In many cases, fixed and 
mobile services will be 
offered by a single operator. 
This approach has many 
clear benefits. For example, 
the need for separate fixed 
and mobile marketing and 
sales teams is removed, 
because one centralised 
department can deal with 
both areas. And revenues 
are likely to be boosted as 
one provider gains income 
from two services, rather 
than the income being split 
between several operators. 

There fa also a legfalatory ■ 
angle to this issue. In the 


UK, for example, BT cannot 
increase its 60 per cent stake 
in cellular operator Cellnet, 
therefore keeping the 
operations separate. In Ger- 
many, however, part-BT 
owned Vlag has both fixed 
and mobile interests that 
can be run together. 

David Ainsworth, director 
of product marketing for 
intelligent network solutions 
at Nortel (Northern Tele- 
com), believes new entrants 
to markets stand to benefit 
over existing operators. 

“The start-ups have an 
advantage as they can inte- 
grate fixed and mobile at the 
start-up stage -others have 
to integrate existing equip- 
ment, and tbe older it fa the 
more difficult it is. And they 
also need only one sales 
team and marketing team, to 
deal with the toll range of 
services, which also gives 
significant savings and cuts 
costs.” 

In the UK, BT has recently 
announced a fixed mobile 
solution which will integrate 
a domestic telephone and 
GSM. mobile handset in one 
package. Following tests last 
year, BT customers will soon 
be able sign up to the One- 
Phone service. 

While in the home, an 
Ericsson-manufactured 
handset acts like any cord- 
less terminal, connecting to 
the public network via a 
base station plugged in to a 
normal telephone socket. 
However, outside a 300-metre 
range, the handset acts as a 
GSM handset using the nor- 
mal cellular network. 

This is a clear example of 
service integration: the cus- 
tomer benefits from using a 
single handset with a single 
□umber that can be used in 
the home or when mobile. 
The networks, however, 
remain separate, and at least 
for the immediate future the 
customer will receive sepa- 
rate bills far the home and 
mobile segments. 

Eric Gullloteau. general 
manager for BT Mobility 
Solutions, was clear about 
the role of OnePhone in the 
company’s portfolio. He said: 
“The offering shows a com- 
mitment to the fixed mobile 
marketplace. OnePhone 
gives the best of both 
worlds, with the quality of 
digital cordless and the por- 
tability of GSM - mixed with 
the convenience of one num- 
ber." 

Fixed and mobile services 
will also be provided by sev- 
eral companies in a joint 
venture. There are benefits 
to this approach: when a 


fixed operator joins together 
with a mobile operator, nei- 
ther has to spend money on 
infrastructure and regula- 
tory hurdles can also be 
overcome. However, there 
are also drawbacks: both 
companies will need to 
retain distinct sales, market- 
ing and technical staff to 
deal with other, non-con- 
verged, offerings. 

An example of this 
approach fa available in the 
UK, where fixed-line opera- 
tor Energis and cellular 
operator Vodafone have 
joined to offer fixed and 
mobile services. In this case, 
fixed mobile services are dis- 
tributed through Vodafone's 
existing providers, initially 
to its business customers. 
Customers still need to pay a 
rental charge to BT, 
although all call charges 
come from Vodafone via a 
single bill. 

Darren Dumelow, relation- 
ship manager for market 
development at Energis, 
believes a joint venture 
offering has clear advan- 
tages over the single-pro- 
vider alternative. He says: 
“Through a tie-up. custom- 
ers can benefit from the ser- 
vices of two advanced com- 
munications providers, 
rather than relying on one." 

And Ben Timmons, direc- 
tor or strategy and market- 
ing for Cable and Wireless 
Global Mobile, also believes 
joint ventures have a role in 
the market; “Ownership fa 
not the most important 
thing - which ever way. the 
cost disadvantage of a joint 
venture does not outweigh 
the benefit In an ideal world 
you would do things differ- 
ently. but this is not an ideal 
world. Fixed-mobile integra- 
tion fa primarily about what 
you can offer customers," he 
said. 

The joint venture 
approach has not received 
full support from all parties. 
Many believe that the cost 
savings available to single 
operator ventures, through 
single sales, marketing and 
ad minis trative operations, 
are lost as both parties need 
to retain separate staff. 

Tima Luukka, marketing 
manager for fixed mobile 
integration at Nokia Tele- 
com mnnications. supports 
both these approaches. “We 
have identified different 
strategies for fixed and 
mobile convergence, and we 
see them all as viable,” he 
confirmed. 

The author is editor of the FT 
Media and Telecoms' Mobile 
Futures Newsletter 


EU regulations create niches for latest 


New entrants to the sector are trying 
to exploit the fresh regulatory regime 
with relatively small workforces and 
digital switching technology 


G uests at European 
hotels In the Hyatt 
and Hilton chains are 
unwitting supporters of the 
latest competitors in the 
telecoms market. Both of 
these prestigious hotel 
brands have signed up with 
Esprit for long-distance calls 
and billing services. 

Esprit, a S320m 500-strong 
UK venture, has been in 
business since 1992. While 
Esprit has invested In infra- 
structure development, it 
still relies on capacity from 
other operations to deliver 
the finished product to its 
business customers. 

“Our proposition is simple: 
we're a phone company,” 
says Glenn Manoff, Esprit 
communications director. 
Esprit fa building up a Euro- 


pean network, but to remain 
cost-effective It exploits 
unorthodox carriers. 

U has just launched a link 
between the UK and France 
using fibre-optic lines run- 
ning through the Channel 
tunnel. 

Rail fink operator Euro- 
tunnel had the spare capac- 
ity on its fibre for customers 
such as Esprit. This is a 
resource referred to in tele- 
coms circles as “dark^Ibre”. 
Although it sounds sinister, 
dark fibre is merely unused 
fibre capacity. Fortunately 
for Esprit and a host of simi- 
lar players there appears to 
be a lot of dark fibre around. 
The Channel tunnel link fa 
providing Esprit with the 
option to carry 4m simulta- 
neous conversations. 


Railway operators are a 
prime source of fibre, 
because plans to diversify 
Into telecoms were laid ear- 
lier in the decade. The pre- 
dicted demand for this 
capacity fa now emerging. 

Hermes Europe Rail tel fa a 
company that owes part of 
its name to an ambitious 
plan to build a telecoms net- 
work across the existing 
infrastructure of 11 Euro- 
pean railways. Brussels- 
based corporate director 
Gerard Caccappolo admits 
that the original scheme did 
not work out 

But the US-owned com- 
pany fa now signing tip cus- 
tomers for a European fibre 
network that should cover 
eastern Europe by the end of 
1999. Hermes fa spending 
about STOOm to offer a trans- 
mission service to any other 
telecoms body that wants to 
sell services off a brand-new 
infrastructure. One of its 
customers is Esprit 


Hermes typifies the outfits 
that are trying to exploit the 
new regulatory regime. It 

has a low headcount just 
170 staff, and Caccappolo 
does not see that rising 
above 300. The newly liberal- 
ised European Union tele- 
coms framework, with voice 
infrastructure projects free 
to all comers from January 
this year, fa the prime mover 
for Hermes. 

The technology of digital 
switching means it can take 
projects from the drawing 
board to reality in very little 
time. One network centre 
supports the whole opera- 
tion. 

Digital switches, comput- 
ers dedicated to managing 
voice and data signals, are at 
the heart of every new oper- 
ation. "We can be very flexi- 
ble.” says Mr Caccappolo, 
"and there are a whole new 
set of carriers emerging; 
they all need to have band- 
width.” 


This demand for more 
capacity has turned into a 
period of rapid growth for 
the digital switch suppliers. 
Swedish telecoms giant 
Ericsson is capitalising on 
the appetite for its sophisti- 
cated switching equipment 

John Robbing UK-based 
managing director for new 
public networks at Ericsson, 
reckons this sector is worth 
anywhere between £20m and 
£i20m a year to his com- 
pany. “In Europe, we are 
selling 15 to 20 large digital 
switches a year to these new 
operations.” 

While a large switch can 
cost Elm, the price tag rises 
as capacity grows, with £6m 
a realistic price for the very 
large sites. 

Ericsson is at the heart of 
a £2m investment by Tele- 
com Italia-owned Tele Media 
International. It claims 
□early 1,000 customers for its 
newly constructed virtual 
private network centred on 


an operations hob in Rome 
that went live in just six 
months from TMTs Initial 
planning decision. ' 

Ericsson supplied the 
hardware that runs this cen- 
tre, and its winning bid was 
a reflection of the pace of 
change In. the world of new 
networks. 

“The most critical factor 
in selecting the wi nning sup- 
plier was the ability to 
deliver the service inside six 
months,” says Giuseppe Spi- 
nelli, TM3 technical director. 
TMI’s customer base is 
divided between multina- 
tional companies such as 
Fiat and telephone resellers. 

Technology suppliers 
sometimes contribute more 
than equipment. United 
Telecom Aktiengesellschaft 
fa Austria's first privately- 
owned telecom operator, 
launched in 1995 by nine 
regional power companies. 
Although Vienna fa home to 
UTA's headquarters, its 


competitors 


operations centre fa run by 
Ericsson in Stockholm. 

Alpha Telecom fa typical 
of the resellers that have 
sprung up in Europe in the 
wake of deregulation. Using 
a network of agents ta sell 
air time to consumers and 
relying heavily on advertis- 
ing to establish a market 
presence, Alpha has built up 
a 45,000-strong customer 
base, primarily in the UK 
and Germany, since its 
inception in November 1996. 

Stuart Eve, managing 
director, says Alpha spent 
about £500,000 on switching 
equipment from C3 Tele- 
phony. it uses network, 
capacity from four or five 
carriers, switching suppliers 
to maintain its own pricing 
edge. 

Mr Eve knows this agility 
fa the key to survival for the 
smallest operators. “You 
ran't increase your prices in 
this business, and your 
profit margins are always 


being squeezed. So costs are 
where you focus; we use a 
variety of carriers to main-* ' 
tain our edge.” 

Mr Eve believes Alpha and > 
a host of other air time} 
resellers such as First Tele-? 
com will survive, but only '} 
by maintaining a steep mar - 1 
ketiog budget, ^ 

Alpha spends £300,000 8: 
year on advertising, hag rev-’ 
enues of £iom and hae just,' 
begun to break even on a 1 
monthly basis. Prestigious- 
retailer Selfridges now-> 
offers users of its store card] 
the option to make calls via 
Alpha. ' 

Virtual operations with a-, 
keen eye oh margins must* 
exploit new routes to the 
consumer market With an >; 
apparent glut of fibre capac- •- 
*ty over Europe, managers 
such as Mr Eve should con- 
tinue to enjoy a choice of 
carriers. And this diversity 
is their only guarantee of 
survival. 
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Speeding up the highways Opposite trends emerge 
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The problems of 
network 
congestion are 
being tackled 
from many angles 

W ithin ten years, 90 
per cent of the 
world's telecommu- 
nications traffic will be data 
rather than voice - today, 
the percentages are reversed 
— but the current infrastruc- 
ture is ill-suited to handl e 
this explosive growth and 
carriers and businesses -are 
urgently seeking ways to 
speed up their dogged net- 
works. 

The growth of the Internet 
is putting great strains on 
the “backbone" networks of 
the telephone companies car- 
riers which were designed in 
the 1980s to carry predomi- 
nantly voice calls and now 
must cope with rapidly 
increasing Internet traffic. 

“As the Internet becomes 
the worldwide communica- 
tions media, both for busi- 
nesses and consumers, the 
data rates required to sup- 
port this growth will far 
exceed existing expectations 
and models." says Scott 
Clavenna, senior analyst at 
US consultancy Pioneer Con- 
sulting. 

The problem of network 
congestion can be attacked 
from many angles. The back- 
bone links can be upgraded 
with more optical fibre, or 
with technologies such as 
Wave Division Multiplying 
which allows more data to 
be sent down existing fibre 
But while this may solve 
congestion in the short term, 
the bottleneck may simply 
shift elsewhere and, longer 
term, the additional capacity 
is quickly swallowed up by 
soaring demand. 

The US Government’s 
Next Generation Internet is 
one radical attempt to solve 
the congestion problem by 
creating a dedicated infra- 
structure for Internet traffic 
that does not have to com- 
pete for bandwidth with con- 
ventional telecoms traf- 
fic - the situation with 
today’s Internet. 

Because cf the Internet’s 
non-commercial origins, car- 
riers get little revenue from 
transporting Internet data 



Ron Higgins DtgBrt (stand has a private ‘waver tern* on Honoiuhr 


and have no easy way of dif- 
ferentiating users or priori- 
rising traffic. They are there- 
fore reluctant to invest in 
new technologies to improve 
the Internet without some 
way of recouping the invest- 
ment. 

However, technologies are 
now emerging to provide 
carriers and service provid- 
ers with a better business 
model. .Bay Networks, for 
example, recently unveiled 
products designed to allow 
carriers and businesses to 
distinguish between differ- 
ent traffic on their networks. 

The idea is to prioritise 
critical 'applications over 
simple web surfing; in effect 
creating a “business class" 
service for applications that 
should get higher priority at 
network bottlenecks. 

This concept, known as 
Quality of Service (QoS), is 
not new but is tricky to 
implement, particularly 
because of the limited “intel- 
ligence” of today’s routers 
- the devices that direct data 
traffic at the intersections pf 
the public Internet or corpo- 
rate intranets. 

Bay Networks has 
announced a new generation 
of “routing switches" that 
are claimed to be more 
“intelligent" in that they can 
determine what, priority to 
give each packet of data. 
Unlike other proprietary 
approaches to improving 
network performance, the 
company claims its routing 
switches do not require com- 
plex new protocols or expen- 
sive network upgrades for 
existing routers, switches or 
adapters. 

Computer, company Hew- 
lett-Packard has also 


recently introduced a QoS 
product, but its focus is on 
the computers that boot web 
sites, particularly those of 
Internet service providers or 
companies offering elec- 
tronic commerce. 

“Our customers are t elling 
us that they cannot apply 
the Internet to e-commerce 
as aggressively as they 
would like because they can- 
not predict or control Inter- 
net traffic very easily," says 
Nigel Ball, general manager 
of HP's Internet division. 

The HP software, called 
Web QoS. enables the sys- 
tem to identity regular visi- 
tors to a website and give 
them priority, temporarily 
refusing access to lower-pri- 
ority first-time viators, for 
example. 

Similarly, visitors in the 
process of buying a product 
get priority for scarce band- 
width over those simply 
browsing a catalogue. 

At peak times, the soft- 
ware can tell users how long 
they must wait to gain 
entry. 

HP is working with net- 
working company Cisco to 
extend the QoS concept out 
into the network and so 
deliver “end-toend" QoS in 
which urgent data gets prior- 
ity treatment at each hop 
across the Internet and on 
the computers at either end. 

Cisco routers dominate the 
Internet and the company is 
often in the firing line when 
Internet bottlenecks occur. It 
has responded with faster 
and more intelligent routers 
as well as new technologies 
such as a “cache engine" to 
eliminate the repeated trans- 
mission of redundant web 
am tent This product stores. 


web pages locally, thus 
allowing Internet service 
providers and companies to 
reduce their network usage 
and improving response 
times for users. 

IP Multicast, is a. similar 
technology that aims to 
reduce repeated transmis- 
sion of multimedia or other 
bandwidth-intensive content 
to many different users. 

A very different approach 
to network congestion is 
offered by Hawaiian com- 
pany Digital Island. For a 
monthly charge of $10,000, It 
' will host corporate websites 
. on its private “saver farm" . 
in Honolulu where, the com- 
pany claims, the sites can be 
accessed more quickly and 
reliably than if hosted in the 
mainland US. 

_ A private Asynchronous 
Transfer Mode network links 
Honolulu to the US and. 16 
other countries and provides 
a direct “single bop” link to 
the Internet communities in 
' these countries that 
bypasses the congested 
North American networks. 

According to Ron -Higgins, 
founder and chief executive 
officer, this is particularly 
important for businesses 
looking to trade globally on 
the Internet, because US- 
based sites are notoriously 
difficult for non-US visitors 
to access at peak times. 

The traditional solution of 
hosting mirror copies of a 
site in different continents is 
“a nightmare to support", 
according to Mr Higgins. He 
cites US chip vendor 
National Semiconductor 
which tried using mirrored 
servers to publish its its 
databooks on the Internet It 
soon abandoned the project 
in favour of Digital Island’s 
solution because the costs 
and logistics of mirroring 
were prohibitive. 

In addition, the better per- 
formance of Digital Island's 
“virtual hosting" service 
allowed National to reach 
markets in eastern Europe, 
Asia and Latin America 
where Internet performance 
is typically very slow. ' 

While opinions differ over 
what solution best addresses 
the bottlenecks of the Inter- 
net, there is general consen- 
sus that without such solu- 
tions the congestion can 
only get worse. 


The technology is 
already available 
to reform middle 
managements but 
they may resist it 

D o communications 
technologies such as 
mobile phones and 
electronic mail spell the end 
of rigid management hierar- 
chies? It all depends on who 
yon work tor. 

Martin Turner, genera! 
manag er of electronic mail 
company CompuServe, says 
two opposite trends are 
emerging at the game time. 

“Some workers are being 
freed from the office and 
empowered; -others - like 
plumbers - are more under 
the kosh cosh before." 

He says: “Many employees 
feel able to e-mail the chief 
executive, even if they 
wouldn't dream oT knocking 
on his or her door. This 
helps to break down the bar- 
riers between top manage- 
ment and staff. It stops mid- 
dle management having a 
stranglehold on informa- 
tion." 

It also means that the 
chief executive can find out 
a lot without even leaving 
the office. In his book Only 
the Paranoid Survive, Andy 
Grove, chairman of Intel, 
writes: “What used to be 
referred to as *m an aging by 
walking around’ bas to a 
large extent been supplanted 
by letting your fingers do 
the walking on your com- 
puter keyboard. 

“Given that Intel has now 
spread all around the world 
and I couldn’t walk the halls 
erf our 60-odd buildings even 
if I spent toll time at it this 
[reading and responding to 
electronic mall from all over 
the world] has became dou- 
bly important" - 
Don Tapscott author of 
Growing up Digitat the Rise 
of the Net Generation, 
believes rigid hierarchies 
have h ftti their day. He says: 
“Most observers believe that 
the old model of the firm 
-the command and control 
hierarchy -Is in deep trou- 
ble. 

“This model is described 
best in a -book written by a 
former telephone company 
employee named Scott 



Hans Snook: Orange videophones win be available in 15-18 months 


Adams in The Gilbert Princi- 
ple,’' adds Mr Tapscott “Dil- 
bert sums up what many of 
us have ■ been saying for 
years: the old model of the 
enterprise cannot work in an 
economy driven by innova- 
tion, knowledge, immediacy 
and internetworking.” 

In 1991. management guru 
Peter Drucker described mid- 
dle managers as “relays 
-human boosters for the 
faint unfocused signals that 
pass for information in the 
traditional, pre-information 
organisation." But why get 
fain t signals when you can 
contact the person you want 
to talk to direct by mobile or 
e-mail? 

Mr Tapscott expects the 
pressure on rigid hierarchies 
to increase when the "Net _ 
Generation” - those cur- 
rently aged between 0 and 20 
miter the workforce. 

“When the N-Geners enter 
the workforce,” says Mr Tap- 
scott, “they will find hierar- 
chies in which their boss 
knows less than they do 
about electronic communica- 
tions and they wfll also find 
electronic commerce 
strange. 

“They will also find it 



bizarre how little informa- 
tion-sharing goes on, when 
they are used to exchanging 
information with strangers 
online. And they may be 
puzzled about wby it is nec- 
essary to go into the offiev 
every day." 

In theory, communications 
technologies do not only free 
the staff. They can also free 
the boss to have more fun. 
Hans Snook, head of UK 
mobile phone company 
Orange, says mobile tele- 
phony enables him to visit 
interesting potential busi- 
ness partners. “For exam- 
ple," be says, “I could not 
have gone to Seattle recently 
if hadn't known that I could 
keep in touch constantly." 

Snook says he can use 
Oranges’s group messaging 
facility to inform a group of 
staff about a new develop- 
ment. or ask them to do 
something. And he also uses 
the short message service 
(SMS) feature of digital 
mobiles to keep in touch. 

He believes that in the 
future other technologies 
such as mobile videoconfer- 
encing and even holography 
will be used to break down 
hierarchies. He says Orange 


videophones will be avail- 
able commercially in IMS 
months. And. that for closer 
interaction with colleagues 
who arc out and about, the 
next big thing will be beam- 
ing a holographic image of 
the caller to them. 

“The technology is already 
there," he says, "but at pres- 
ent the image is only the 
size or a slice of cake. Fur- 
ther developments will be 
needed to beam a full-size 
holographic person into your 
living room." 

Jock Shearer, head of tele- 
coms at management consul- 
tants CMG, says: “Some- 
times communications 
technologies break down 
management hierarchies, 
sometimes they create useful 
new ones. 

He says telecoms can be 
used to create effective hier- 
archies for virtual organisa- 
tions. For example. Mr 
Shearer helped a US vehicle 
company rrenlc a virtual 
organisation out uf the UO 
design companies it used to 
design new cars. 

“The company wanted to 
Improve its limc-to-markct. 
so it set up the virtual 
organisation to improve the 
level of collaboration and 
information -sharing between 
itself and its suppliers." says 
Mr Shearer. "The job of the 
virtual organisation was to 
collaborate on new-car 
design, and the hierarchy of 
the ‘organisation* with proj- 
ect teams and online forums 
helped to encourage this." 

But Mr Shearer says com- 
munications technology is 
just a tool. "It is possible for 
a hierarchichal company to 
insist that all communica- 
tion with the chief executive 
comes via a manager or a 
certain level." he comments. 
“Different management 
structures suit different 
kinds of business, and no 
amount of technological 
change can break down hier- 
archies in a company that 
insists on retaining them." 
Only the Paranoid Survive 
by Andrew Grove is pub- 
lished by Doubleday. S27.50. 
Growing up Digital: the Rise 
of the Net Generation by Don 
Tapscott is published by 
McGraw-HilL $22.95. 

The Gilbert Principle by Scott 
Adams is published by 
Harper Collins. $20. 
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Opportunities In newly deregulated markets are huge. 


But with increased opportunities come increased 
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price. Nortel has helped create the three largest 


competitive networks in North America, the second 


and third national networks in the United Kingdom 


and competitive networks in France, Japan and Brazil. 


to name a few. We understand that speed to market. 


rapid service deployment and satisfied customers 


are the way to get to the profits - first. So why wait? 


For more details, visit www.nortel.com/success2. 


We'll help speed your success. 


NORTEL 

NORTHERN TELECOM 
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OUTSOURCING • By Geoff Naim 




More lasting benefits 


Strong growth in the sector is being 
fuelled by a rush of new entrants into 
the telecoms markets, and the 
sophistication of corporate networks 

O utsourcing has long 
been promoted as 
the logical way for 


organisations to free them- 
selves of the costs and head- 
aches of managing increas* 
ingly complex 

telecommunications net- 
works. particularly for those 
companies for whom tech- 
nology is not their core busi- 
ness. 

The promise of short-term 
cost savings remains a pow- 
erful reason for adopting 
outsourcing, but the indus- 
try is now trying to promote 
deeper outsourcing relation- 
ships designed to deliver 
more lasting benefits. 

According to Martin Bur- 
vill, deputy general manager 
for Syncordia Solutions, the 
outsourcing arm of British 
Telecom, many organisa- 
tions turn to outsourcing 
when they are in “fire-fight- 
ing mode”. Their networks 
may not be performing well 
or they may be desperate to 
lighten their balance sheet 
and outsourcing seems the 
perfect solution. 

“We will quite happily put 
out fires but what we really 
are looking for is something 
that goes beyond that," he 
says. Syncordia now pro- 
motes outsourcing as a 
means to reshape business 
processes - creating an 
externally manag ed call cen- 
tre to improve customer ser- 
vice, for example. 

“There is no lasting bene- 
fit from outsourcing unless 
you can also reorganise the 
company,” says Mr BurviLL 

Ovum, the UK-based con- 
sultancy, highlights this 
trend in a recent report on 
telecoms outsourcing. “Out- 
sourcing is now about 
exploiting new opportunities 
and providing customised 
solutions which reflect spe- 
cific business objectives.” 
says Ovum. 

There is good reason for 
vendors to want to build bet- 
ter relationships with their 
customers. 

Thanks to liberalisation, 
there is intense competition 
in the provision of basic 


"connectivity" - the Unking 
of corporate networks using 
technologies such as Frame 
Relay. X.25 or, most 
recently, the Internet Proto- 
col (IP). 

“If we were to build a busi- 
ness model based on just 
offering connectivity we 
would go out of business,” 
says Tom Towers, general 
manager for Infonet a lead- 
ing supplier of global net- 
work services. 

As well as promising 
healthier returns, outsourc- 
ing allows a vendor to know 
its customers better and, 
hopefully, become their 
“partner of choice" for 
future needs. 

For example, US carrier 
MCI is “primary technology 
partner” for Nasdaq, the 
computerised system provid- 
ing price quotes for securi- 
ties in the US. 

Last year, the New York 
stock exchange decided to 
renew its trading system and 
instil] a hi gfaar -capadty IP- 
based network. MCI bad sup- 
plied the previous network 
and, after considering rival 
bids, the exchange again 
awarded the work to MCI in 
a contract worth $600m over 
six years - MCI’s largest out- 
sourcing deal 

Rapid technological 
advances and the increasing 
strategic importance of cor- 
porate networks have caused 
many organisations to follow 
Nasdaq’s example and out- 
source the pl anning and 
management erf their inter - 
nal telecoms. The market is 
experiencing robust growth 
of about 20 per cent a year in 
Europe and the US, accord- 
ing to Ovum, which predicts 
the global outsourcing mar- 
ket could be worth $15bn 
worldwide by the end of 

200a 

BT Is bullish about the 
market’s prospects and it 
created Syncordia Solutions 
last year in anticipation of 
growing demand for man- 
aged and outsourced solu- 
tions based on converging 
voice, IT and data communi- 
cations technology. Hie com- 



C&W chief David Saxton says 
muSnatbnais so me ti mes 
exclude countries with less 
developed telecoms markets 
Ihxn outsourcing arrangements 
-which c om plicate s the task 
for the outsourcing vendor 

pany was formed from the 
merger of two BT divisions 
that offered managed net- 
work services and outsourc- 
ing, respectively. 

“Today, we do not make a 
distinction between man- 
aged services and outsourc- 
ing ” says Mr BurvilL 

If a distinction has to be 
made, outsourcing typically 
involves a transfer of assets 
- network infrastructure, 
equipment and, in many 
cases, people - from the cus- 
tomer to the outsourcer. 

Managed network services 
stop short of the transfer of 
assets. This less radical 
approach is often easier to 
implement, particularly in 
companies or countries 
where it is difficult to trans- 
fer staff. 

Multinational organisa- 
tions are a favourite target 
for the outsourcing industry 
because they are desperate 
to reduce the hotch-potch of 
local service providers and 
standardise on one or two 
global vendors. “There is a 
lot erf merit in having a sin- 
gle point of contact,” says 
Brian Marshall, director of 
telecommunications at con- 
sultancy Cap Ge mini. 

The telecoms needs of a 
multinational are highly 
complex, however, and Cable 
& Wireless, the UK-based 
earner, has found that it is 
not always practical to take 
over the entire network 


operations of a multina- 
tional. 

David Sexton, chief execu- 
tive officer at the Cable & 
Wireless Global Markets, 
says that in countries with 
less developed telecoms mar- 
kets. a good relationship 
with the local telephone 
company is often essential 
for good service. So multina-, 
tionals will typically exclude 
such countries from their 
outsourcing arrange- 
ments - which complicates 
the task for the outsourcing 
vendor as it attempts to cre- 
ate a "seamless” global infra- 
structure for its client “This 
can cause us some prob- 
lems,” admits Mr Sexton. 

Standard Chartered Bank 
is in this situation. It has 
entrusted most of its global 
data and voice telecoms to 
Cable & Wireless but in 
parts of Africa its pre-exist- 
ing local service agreements 
remain in place. 

Big financial institutions 
have traditionally been keen 
users of outsourcing. In the 
US, for example, AT&T 
recently wan a 12-company 
battle to build and manage a 
$750m global data network 
for the US financial giant 
Citicorp. But the most prom- 
ising markets for the out- 
sourcing industry lie with 
the Internet service provid- 
ers. global satellite systems 
and the new breed of “vir- 
tual” carriers which want to 
quickly establish a presence 
in liberalised telecoms mar- 
kets but do not want to build 
their own networks. 

One such is United Tele- 
kom Aktiengesellschaft 
(UTA). the first privately- 
owned telecoms operator in 
Austria. UTA was set up by 
nine regional utilities and 
has handed over the task of 
designing, building and man , 
aging its network to Swedish 
company Ericsson. The 
entire network is remotely 
managed from Stockholm. 

The rush of new entrants 
into the telecoms markets, 
and the sophistication of cor- 
porate networks, are fuelling 
strong growth in the out- 
sourcing industry, helping to 
raise awareness that out- 
sourcing goes beyond basic 
"fire-fighting” and can play 
an increasingly strategic-role 
in achieving business aims. 


CASE STUDY 


Rhdne-Pputenc and Equant 


Seamless’ network needed 


Telecommunications is of 
growing strategic impor- 
tance to many large compa- 
nies and there comes a day 
when they face a stark 
choice: continue running 
telecommunications as an 
internal function or hand 
over to a more experienced 
outsourcing partner. 

For French chemicals 
giant Rhdn e-Poulenc, that 
day came at the end of 
1996. 

“We were at the point 

where we had to decide 
whether to invest In the 
company or to seek a part- 
nership with someone else,” 
says Jacques Beer-Gabel, 
director for IT and telecoms 
at RhGn e-Poulenc. 

Given the importance of 
telecoms to ShOne-PouIenc. 
it took its time to consider 
carefully its reasons for 
outsourcing and them invite 
bids from various vendors. 

The company recently 
awarded the contract to run 
its worldwide data commu- 
nications to Equant, a 
global networks provider. 
Voice services are not 
included. 

As part of the exclusive 
seven-year contract, valued 
at more than FFRlbn, 
Equant will acquire Rbdne- 
Poulenc Telecom (KPT), the 
in-house telecoms arm of 
the chemicals group, and 
transfer its 41 staff located 
in France, the UK and the 
US. 

Personnel issues have tra- 
ditionally been one of the 
trickiest outsourcing chal- 
lenges. In the early days, of 
outsourcing, union opposi- 
tion and the hostile climate 
created would undermine 
many outsourcing deals. 

Today, negotiations are 
handled more sensitively, 
but the -issue of staff trans- 
fers remains delicate 
because telecoms staff In 
the client organisation 
often have specialist know- 
ledge and experience that is 
difficult to replace. 

If the transfer is not han- 
dled correctly, they may 
fear for their future and 
start looking for employ- 
ment elsewhere. 

Another - proMem is that 



Equanfs Network Services global control room in Paris 


in many countries it Is 
quite difficult to transfer 
staff from one company to 
another and there are a 
best of minor issues related 
to preserving terms and 
conditions of employment 
Nevertheless, Mr Jacques 
Beer-Gabel says the fears of 
staff problems have proved 

**The people are very 
pleased with this solution 
although it was not pres- 
ented as 'outsourcing* but 
rather as the simple sale of 
a company [RPT], because 
outsourcing has a bad name 
in France.” 

HPT connects Rh&ne- 
Ponlenc subsidiaries 
around the world via a ded- 
icated data network called 
BP-Net which currently 
connects 425 sites in 57 
countries. 

The network will be 
expanded to include an 
additional 110 sites located 
mostly in the Asia-Pacific 
region and, according to Mr 
Beer-Gahel, this was one of 
the primary reasons for 
choosing to outsource the 
network and its future 
development. 

"We were expecting to 
develop our business in 
Asia-Pacific and asked our- 
selves bow we were going 
to implement telecommuni- 
cations in the middle of 
nowhere.'' 

With the outsourcing - 
agreement, the Asian net- 
work expansion is now 
entrusted to Equant. 

“Its much easier to say to 


them This is now your 
problem,’" he says. 

Cost savings have tradi- 
tionally been a powerful 
motivator for outsourcing 
but in the case of Rhdne- 
Poulenc, this was not the 
most important factor. 
“Cost is a long-term issue, 
particularly as regards the 
Investments required to 
expand in new countries, 
bnt it is not the most 
important driver,” says Mr 
Beer-Gahel. 

Rhdue-Ponlenc relies 
increasingly on data com- 
munications to connect its 
plants and subsidiaries 
around the world. It was 
looking for a vendor to pro- 
vide it with a “seamless” 
network that could be fully 
managed and supported 
from a single source. 

In France, the company 
previously used network 
links supplied by Transpac 
- the data networks subsid- 
iary of France Tele- 
com - while elsewhere 
AT&T was the principal 
vendor. 

“They were supposed to 
provide a seamless service 
to our rad-users hut it was 
a lot of work for os and 
that's why we decided to 
transfer [the networks] to 
Equant,” w plaliu Mr Beer- 
GabeL 

Hie concept of a single, 
seamless network is partic- 
ularly important as compa- 
nies seek to achieve global 
integration between their 
different business units and 
link production, sales and 


marketing facilities more 
closely. 

TO do this, Rhdne-Poufenc 
fine standardised on the R/3 
enterprise resource Pan- 
ning software, from Ger- 
man IT vendor SAP, which 
is particular popular with 
large global maanftictmws. 
Such systems depend 
heavily on the seamless 
flow of information within 
the organisation and so the 
role of the corporate data 
network acquires even 
greater importance. 

Indeed, the challenge of 
implementing R/3 in an 
organisation with 
operations In more than 160 
countries was one of the 
reasons Rbone-Poulenc 
chose to outsource its net- 
work. 

In addition to the RP-Net 
data network, RPT also pro- 
vide value-added services to 
most of the companies 
within the Rbdne-Poulenc 
group. These services 
include e-mail, file transfer, 
electronic data interchange 
(EDI), remote access and, 
most recently, a corporate 
intranet. 

Today, the intranet cov- 
ers half the company’s sites 
and about two-thirds of its 
68.000 employees, but it 
will ultimately be extended 
to reach everyone. The 
growing importance of the 
intranet was another rea- 
son for outsourcing RPT to 
Equant 

There are many vendors 
that compete with Equant 
in offering managed data 
services and outsourcing. 
“We considered bids from 
several companies and 
there was not a huge differ- 
ence in cost so it was a 
tough choice,” says Mr 
Beer-Gabel. What finally 
swayed Rbone-Poulenc to 
award the contract to 
Equant was its global pres- 
ence. “It seems a very inter- 
national company and they 
operate a network which, 
unlike some competitors, is 
not a network built from 
agreements with other 
operators. It is one global 
network.” 

Geoff Naim 


in 


! Gwen Rob 

no con; ini 
ustrallan 
vis fuelled 
rdav tha 
sky - ai 
iM table - 
:es may f 
■nt to deb 
Nlr Hou 
thorily t 
y time be- 
mary do 
'posed ai 
itroversia 
hte bill, l 
intends t- 
:hin tl 
hough he 
to the 1 
it year. 

’ho do] 
isted re | 
govenun 
erse its 
and 59 U; 
died on 
cst point 
arty yes 
cy reaci 
1 of ahoi 

wing th- 
: of a 9.5c 
? by Pet 
surer, a; 
?rve Bai 
contra'. 
Mince ar 
r cent c 
tfend tin 
it tbe 
enocha 

v.v. dosp 
unsucc 
? than A 
? late las 
ort the. 
sterday 
?ly StTK 
omic fu. 
the doll 
bred" 1 
ly grow! 
project. 

rkets, 
i and pi 
of on 
asc of 
points. 

5 on A 


We connect. 



A world of communication possibilities awaits you. And with NTT, 
Japan’s largest international telecommunications carrier, you can 

connect in more ways with people and places around the globe 

shaping the ideas that will create your future. It takes a 
teleco mm u ni ca t ions company with a truly global perspective to give 
you such reach. And that is where you’ll discover the power of NTT. 
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Connecting the w orld through multimedia 
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High-quaSty images via BON Bras: Motion Media Technology's 
, s mm220 videophone goes on sale within the next tew weeks 

• £ / OPINION ' 

Why telecoms 
sector is 
in turmoil 
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Survival 2000 
needs a revolution 
- not more of the 
same - suggests 
David Andrews 

M ichael Armstrong, 
the chairman of 
AT&T, used to 
wort for IBM. Sir Peter Ban- 
field. the group chief execu- 
tive of British Telecom, used 
to work for 1CL. . . 

The fact that both these 
leading telecoms corpora- 
tions are led by men who 
came (Tom the computer 
industry is no coincidence. 
The telecoms business is 
hurtling into a technological 
revolution and these two 
national standard-bearers- 
face bewildering changes in 
consumer demand, competi- 
tion and product innov ation. 

The traditional PTTs built 
their businesses around the 
network. Having managed 
the physical construction, 
they then undertook the 
wholesale distribution and 
retailing of capacity. 

Now, however, AT&T 
faces competition from MCI 
and WorldCom, which are 
forging a Tar-reaching alli- 
ance capable of bringing 
together voice and data ser- 
vices in a manner that 
would have been unthink- 
able five years ago. 

The British market will 
also become far more com- 
petitive. The cable operators 
will leverage TV and tele- 
coms services off one 
another. The regulator is 
pressurising mobile provid- 
ers to make deeper inroads 
Into the fixed link market 
BT capacity is being resold 
by specialists, and compa- 
nies such as Colt. Energis, 
and Racal BRT will make 
further inroads into BT’s 



ft 



corporate client base. 

European PTTs wifl them- 
selves be squeezed by falling 
market share and tumbling 
tariffs. Global One - the 
international carrier owned 
by Prance Telecom, Deut- 
sche Telekom and Sprint - is 
incurring lasses already, 
partly due to inability to sus- 
tain higher prices. 

Behind much of this com- 
petitive pressure lies new 
technology and capacity. 
Both help destroy the incum- 
bent's monopoly over the 
infrastructure. 

Europe will see a massive 
increase in capacity in the 
next two years, starting in 
the international market but 
extending to the 
long-distance markets too. 
With two new Europe- US 
cable crossings in action 
later this year. City of Lon- 
don analysts reckon these 
new links will triple the 
capacity of current cables. 

New technology and the 
demand for new types of ser- 
vice will add to pressure on 
large monopoly groups. 

The market may also 
become far more frag- 
mented, allowing, specialist 
groups to pick off lucrative 
niches at the expense of the 
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suggest that by 2003 the 
reverse will be true. 

Some applications will be 
greedy in their appetite for 
bandwidth - video-on-de- 
mand is 10,000 times more 
consumptive of resources 
than a telephone call, second 
by second - and w£Q require 
companies with elderly net- 
works to make huge invest- 
ments if they wish to deliver 
these services. The PTTs are 
under massive threat from 
these developments: their 
core strength is the delivery 
of voice with some informa- 
tion services. 

By contrast, the cable 
firms can provide voice ser- 
vices but see broadcast and 
multi-media as their core 
business. Similarly, ISPs pro- 
vide information as a core 
activity, but voice and 
broadcast services could 
soon also become available. 
The PTTs’ core customers 
will expect a host of new ser- 
vices - yet these new ser- 
vices are the main competen- 
cies of emerging 
competitors. 

To date the PTTS have 
fought back in three ways. 
Firstly, they have invested 
in new technologies and alli- 
ances to hedge their bets. 
Secondly, groups such as BT 
have launched customer loy- 
alty schemes. Thirdly, the 
PTTs have made intercon- 
nect agreements with com- 
petitors awkward to reach 

anij n VP nta i n - 

But regulators are 
unlikely to allow PTTs to 
continue to hinder competi- 
tion in this way. 

The network will no lon- 
ger be the foundation of the 
PTTs’ strength in the way it 
was. WorldCom 's network, 
now being assembled, will be 
far superior in many 
respects. What d oes r emain 
at the core of the PTTs’ busi- 
ness. however, is the rela- 
tionship with the customer. 

The PTTs must, therefore, 
divest themselves of network 
responsibility and concen- 
trate on this relationship. As 
utili ties serving a multitude 
of accounts, they can excel 
BT. exposed to competition 
for much longer than other : 
European PTTs, may already ' 
be moving in this direction 
by agreeing to manage cus- 
tomers for British Digital 
Broadcasting, the UK digital 
TV company. 

PTTs need to break them- 
selves up in advance, howev- 
er -into divisions, so as to 
identify which parts are . 
truly competitive. I 

One way to stimulate 
action would be to outsource 
all non-core activities. 

•mis is common in the US, 
but telcos in Europe have 
been slow to follow suit Bell 
South's latest move was a 
10-year, J2bn programme to 
shed 2,000 employees in an 
outsourcing agreement too 
large far any one outsourc- 
ing supplier. 

The time has cone to be 
bold. Rie only alternative is 
forlornly to fight on. over- 
stretched, as smaller, more 
modern competitors take 
lumps out of your business. 
The author is the worldwide 
inanaffing partner of the Par- 
iS'based Communications 
Global Market Unit of Ander- 
sen 




JNew products/Opinion 


NEW PRODUCTS AND SERVICES * Carried .by Philip Sanders 

Extended-range GSM demonstrated 



The Carnal Trophy raBy: testing times for BTs Mobiq equipment 


M otorola's Cellular 
Infrastructure 
Group has devel- 
oped a software feature 
which they say enables GSM 
operators to triple the cover- 
age of their network with no 
additional infrastructure. 

Telef&nica and Motorola 
carried out trials of the new 
“Extended Range Cell" fea- 
ture in Majorca, using in-car 
and portable GSM phones. A 
GSM terminal was also 
installed on a ferry which 
operates between Majorca 
and Ibiza. 

The theoretical maximum 
coverage range of a GSM cell 
is Inher ent in the tot-hnleal 

specification of the system 
and is limited to 85km, but 
with the Motorola feature 
the range of a cell can be 
increased to 121km, depend- 
ing on local terrain. This 
enables operators to extend 
coverage without Installing 
new cell sites. 

Motorola says the feature 
Is specifically designed to 
provide coverage in fiat 
rural areas where population 
densities are low and where 
installation of extra cell sites 
is expensive, and also in cos- 
tal areas where GSM opera- 
tors may be able to target 
subscribers in the tourism, 
sailing and fishing indus- 
tries. 


Miniature digital 
wireless module 

Paris-based Wavecom 
introduced a matchbox-sized 
digital wireless module 
which it claimed was the 
smallest available on the 
market 

The 54mmX32mm Wismo2 
offers an Integrated wireless 
module suitable for use in 
vehicle tracking systems, 
vehicle location data, mea- 
surement and telemetry 
devices, payment terminals, 
information services and 
telemetry applications such 
as vending wmrfiinwe 

The Wismo modules can 
eliminate location con- 
straints and resolve security 
problems for te rm inala or 
equipment currently tied to 
wired telephone networks, 
such as automatic teller 
machines, credit card read- 
ers or remote maintenance 
facilities. 

New videophone 
uses ISDN lines 

A videophone which uses 
ISDN bnea to transmit hi g h 
quality images, combined 
with low-cost technology, 
has been launched by 
Motion Media Technology, 


based in Bristol, England. 

The mmwn videophone Is 
scheduled to be available in 
UK high street shops within 
the next few weeks and is 
expected to retail at about 
£1,000. The mm 120 videocon- 
ferencing system, priced 
from £2.DO0-£3,O0O, is avail- 
able through Motion Media's 
distribution network. 

Motion Media says the 
quality of its videophone 
images are so good that the 
equipment can be used by 
deaf business people to com- 
municate through sign lan- 
guage. 

The company is involved 
in a project with deaf organi- 
sations aimed at developing 
video telephony for deaf 



The Untangton solving problems 


business people - and is also 
In discussions with the 
banking sector aimed at 
introducing videophones for 
deaf customers. 

Satellite phones 
for car drivers 

Drivers anywhere in the 
world can now keep in touch 
with the launch of BTs 
Mobiq Vehicle satellite 
phone service. And to prove 
the point. BT is installing 
the equipment in six support 
vehicles on this year's Camel 
Trophy rally which starts on 
August 5 in Santiago. Chile, 
en route to Cape Horn. 

For complete mobile com- 
munications. a fax or PC can 
be connected to Mobiq 
Vehicle, enabling users to 
send and receive faxes and 
e-mail, and even surf the 
Net, on the move an yw here- 
in the world. 

Ultra-fast ISDN 
access from GTE 

GTE. one of the biggest US 
telecoms companies, starts 
to roll out its network-based 
ADSL (Asymmetric Digital 
Subscriber Line) service in 
16 states this month, creat- 
ing the largest deployment 


of ADSL in the US and offer- 
ing high-speed Internet 
access. 

GTE will install ADSL 
equipment supplied by 
Fujitsu Network Communi- 
cations based in Richardson, 
Texas, uni! digital subscriber 
line partner Orckit Commu- 
nications. GTE will give cus- 
tomers continuous access to 
tile Internet at speeds up to 
1.5 megabits per second 
(Mbps). 

A 2 , =-minute movie clip 
<8.S megabytes) would take 
35 minutes to download 
using a 3::. 6Kbps modem • 
hut less than 47 seconds 
using a 1.5Mbps ADSL 
modem. 


Fresh angle on 
phone tangle 

Data Design, of Thame, 
Oxfordshire, launched The 
Untangler - a device to 
straighten out the problem 
of twisted telephone leads. 
Installed into the telephone 
handset or base. The Untan- 
gler rotates with every 
movement, ensuring that 
leads have no opportunity to 
tangle. Data Design has 
acquired UK rights for the 
product which was origi- 
nally designed and manufac- 
tured in the US but has been 
modified to Tit UK tele- 
phones. 



HOW TO CUT 10 HOURS OUT OF A 
2-HOUR MEETING. 

V 

It's simple. Go with a Digital Visual Communications? system from VTEi. Jnsteod of spending all day cruising at 35,000 feet, 

get there in oil/ of '30;' L keftondS;^!& tehat we Hke to describe os videoconferencing that's been roised to a higher level. 

It's a - revolution pieWere^l- itQt - by./gciV ;-turbfne engines; but by great picture and sound quality, intuitive user 

• rsi.-isr.. . ■ 

controls, and /ingeniously r ifanpie •.network"’ management* It'j a way of making the impossible, possible. A woy you 

con he • a'orngZ An<f because VTEI is the only company whose entire product line is completely 

campotibjpjwjfh/your PC ;nebworfc _ ypVll hove -dll the data, graphics, and opplicotions you need, right there with you. You'll 
also hove quite ojfiew exfro hours.yo,trwqt>ldn7, hove hod, free to spend os you see fit. {Hey, here’s o thought: Go home.) 


For more, coll +1 512-231-2870. In the UIC, +44 (0) 118 955 3233. Or visit www.vtel.com. 



*Cat| for o froe video about VTEL's SmartVideoNot Manager; the ideal way to control and manage your Digital Visual Communications network. 
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MARKET IEPORT • By Christopher Price 


German stocks shunned 
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A lacklustre performance by Deutsche 
Telekom's shares is attributed to 
clashes with the regulator combined 
with macroeconomic factors 


i 


’ nvestors have been seek- 
ing out continental 
. Europe’s big telecommu- 
nications stocks in the past 
year -but with one signifi- 
cant exception. 

Deutsche Telekom has 
been alone out of the 
region’s four biggest tele- 
coms groups in underper- 
forming both its national 
stock market and an index of 
the world's leading telecoms 
stocks. Telefdnica. France 
Telecom and Telecom Italia, 
on the other hand, have 
scored well on both counts. 

There ore several reasons 
for the contrasting fortunes. 
The first is macroeconomic: 
the performances of Telefon- 
ica and Telecom Italia are in 
part a reflection of the buoy- 
ant state of the economies of 
Spain and Italy respectively. 

“Southern European econ- 
omies are booming in the 
run-up to the euro and inves- 
tors see telecoms stocks as 
barometers for this,” says 
James Dodd at Dresdner 
Kleinwort Benson, the 
Investment h ank. 

The German economy, in 
contrast, has not performed 


as strongly. However, 
despite this, Deutsche Tele- 
kom has underperformed the 
Frankfurt market markedly 
so far this year. It is no coin- 
cidence that this has also 
been the period in which the 
company has faced open 
competition in its own mar- 
ket for the first time. And it 
is also a period when Klaua- 
□ieter Scheurle, the German 
telecoms regulator, has had 
the opportunity to flex his 
muscles. 

"Deutsche Telekom has 
had a very combative open- 
ing relationship with the 
regulator which has been 
hanging over the shares,” 
says Mr Dodd. 

Last month, the group 
warned that it would have to 
take a charge of between 
DM3.5bn and DM4.5bn 
because of a regulatory rul- 
ing over its cable television 
business. The company had 
raised cable subscription 
prices to offset losses at the 
subsidiary which last year 
amounted to DM lb a. How- 
ever, the regulator ruled 
that two-thirds of the 
increase introduced in 


November last year would 
have to be rescinded. 

The size of the charge 
raised fears among some 
analysts that the company 
might be unable to maintain 
its 1998 dividend at DML20 a 
share. Investor mood was 
ftxrther unsettled by warn- 
ings from the company that 
future earnings could be 
affected by other crucial reg- 
ulatory decisions in the 
future. 

This was just the latest in 
a series of clashes between 
Deutsche Telekom and the 
regulator. 

In April, the group was 
forced to withdraw proposed 
charges for customers con- 
tracting to new competitors. 
The regulator also ruled that 
customers should be able to 
transfer their telephone 
number to a new operator 
without paying. Earlier, it 
was ordered to reduce inter- 
connectivity prices. 

In contrast, a flow of posi- 
tive news on France Tele- 
com, Telefonica and Telecom 
Italia in recent month* has 
helped propel share prices 
which in the latter two cases 
have already been underpin- 
ned by the macroeconomic 
factors. 

While the French economy 
may not be buoyant, France 
Telecom has also been 


attracting investor interest, 
most notably on the back of 
its mobile business. Its 
strong performance was a 
significant factor In helping 
the group post a 4 per cent 
rise in turnover last year to 
FFrl56.7bn. Analysts had 
been expecting FFrl52bn. 

There has also been a 
string of deals to add addi- 
tional interest, such as cable 
television acquisitions in 
Spain and the Nether lands. 

Deals have also cultivated 
positive investor sentiment 
at TelefOnica. The company 
has targeted Latin America 
as its main overseas focus 
and has made investments 
in Argentina, Chile, Peru 
and most recently Mexico. 

Such has been the success 
of this strategy that Telefon- 
ica recently announced it 
was to spin off its interna- 
tional division. It also 
launched a Pta427bn right* 
issue to raise funds for fur- 
ther international invest- 
ment, with the privatisation 
of Telebras in Brazil high on 
the agenda. 

The decision to spin off 
the international business, 
which analysts believe could 
be worth PtaSSObn, sparked 
speculation that some of 
Telefonica’s other assets, 
such as its property, media 
and mobile businesses, could 



be similarly treated. 

Mobile business and Latin 
America featured heavily in 
the group's first quarter 
results, which came in ahead 
of analysts' forecasts. Net 
profits rose 18 per cent to 
Pta32.8bn. 

Telecom Italia ha s 
been looking overseas in its 
drive to replace business lost 
to new competition in its 
domestic market. In April, 
+Ha group HmwiTflflwj an alli- 
ance with Cable and Wire- 
less, the US’s second-biggest 
telecoms group. As part of 
the agreement, C&W sold 
the Italian operator its 20 per 
cent stake in Bouygues Tele- 
com, the French mobile 
group. 

Its domestic mobile busi- 
ness has also performed 
strongly and, as with France 
Telecom, helped underpin 
solid results for the whole 


group. However, it has not 
all been good news for Tele- 
com Italia. Boardroom 
unrest led to the resignation 
nariiwr this year of Tomaso 
Tommasi di Vignana, the 
chief executive. It also con- 
tributed to the unravelling 
of the group’s alliance with. 
AT&T, the US telecoms 
group. 

The contrast in the perfor- 
mances of Telecom Italia, 
France Tfitcom and Telefon- 
ica compared with Deutsche 
Telekom has led to the Ger- 
man company becoming 
among the cheapest tele- 
coms stocks in Europe. 

According to ABN Amro, 
the investment bank, the 
German group has the low- 
est rating across a range of 
measures, ranging from 
enterprise value over earn- 
ings before interest, tax, 
amortisation and debt, to the 


share price over free cash 
flow. 

While the group’s regula- 
tory problems are likely to 
continue to hang over it in 
the short-term, James Ross 
of ABN Amro believes Deut- 
sche Telekom’s attractive 
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From early stage to 
buy-out , which 
investment partner 
takes a more 


At Apax Partners, we are wiflingto take an early lead in an 
untested market. In our partnership with Esprk Telecom, we 
anticipated how regulatoiy change would create new market 
opportunities. We invested in what was then a very small 
telecoms company which has now grown into a market leading 
pan-European firm listed on EASDAQ and NASDAQ. It’s now 
the carrier chosen by leading businesses as well as some of the 
world k largest network operators. 
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view of the 

telecommunications 

industry? 


We share with our clients an entrepreneurial view of the 
future of telecommunications. We’re at the heart of this 
global industry, helping businesses to grow and flourish 
in new markets. 

These are just three of many telecoms deals in which 
we have invested. If you would like further details of our 
deal experience at the leading edge of the 
telecommunications industry, e-mail: infb.ft@apax.co.uk 
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Our industry understanding and vision are combined with an 
ability to react very fast to opportunities. For Dialog 
Semiconductors, this meant co-ordinating a two-stage 
institutional buy-out in just 3 V 2 weeks, comprising Ericsson^ 
purchase of the business from Daimler-Benz, and its subsequent 
purchase by funds advised by Apax Partners from Ericsson. 
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. We will look at early stage investments as well as buy-outs. 
With Xpedxte Syste m s Inc^ a small early stage investment in 
New Jersey, our advice and funds helped create companies in the 
UK, then France and Germany before going public with a 
NASDAQ fisting. Foot years an, and the European ventures were 
acquired by the US parent far $85 million. 
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SBC’s deal with 
Ameritech could 
spell the end of 
the status quo in 
the US telecoms 
industry, says 
Richard Waters 
in New York 

I f there was any doubt 
that the US is giving 
birth to a new breed of 
tpippnms supercarriers, then 
it should have been dispelled 
on May IL That was the day 
when SBC Communications, 
the second-largest of the 
Baby Bells, took another big 
bite out of the nation's tele- 
communications infrastruc- 
ture with a $82bn agreement 
to buy Ameritech, its 
smaller counterpart in the 
Midwest 

The giant deal landed with 
a unpleasant thud on the 
doormat of the Federal Com- 
munications Commission, 
the agency charged with 
bringing about the more 
competitive world promised 
the Telecommunications 
Act of 1996. SBC has made a 
name for itself as the Bell 
company that has been least 
willing to open its local net- 
works to potential competi- 
tors: with control of about a 
third of the access lines in 
the country, a combined 
SBC- Ameritech could prove 
to be a daunting adversary 
for William Kennard, the 
FCC's chairman. 

The two telecoms compa- 
nies have set out from the 
beginning to depict their 
union as a victory for the 
forces of competition. "We’re 
going to break the local 
logjam,” said Edward Whi- 
tacre. SBC chairman, refer- 
ring to the competitive stale- 
mate that has left most 
telephone users in the US 
without any alternative to 
their existing local carrier. 

After the acquisition, the 
two say they will pour 
money into developing local 
services in areas outside 
their existing geographic 
footprints. As if to prove 
their intent, they have pub- 
lished a list of 30 large cities 
that are In their sights. 

Attempts by other big car- 
riers to sell local residential 
services in this way have 
flopped. AT&T and MCI, 
both of which pulled back 
from local initiatives, claim 
that reselling capacity from 
the Bell networks under 
their own names - the only 
realistic way to offer an 
alternative residential ser- 
vice - simply is not a money- 
making proposition. 

Mr Whltacre brushes off 
such suggestions. “Tve never 
believed those arguments, 
and I don’t believe them 
today," he says. "I believe it 
is profitable." 

Until now, SBC has had 
little need to look beyond its 
immediate territory in this 
way. While it claims to have 
lost about 500,000 local ser- 
vice customers to competi- 
tors- about the same num- 
ber as Ameritech has lost 
-It still dominates its six- 
state region, which includes 
Cal iforn ia and Texas, the 
country’s two most populous 
states. Its 34m access lines 
are topped only by Bell 
Atlantic, which has 40m: 
once combined with the am 
lines of Ameritech, SBC will 
account for about a third of 
the U$ total. 

Also, while US 
long-distance carriers have 
suffered a farther erosfoh in 
profit margins as competi- 
tion in their market has 
become even fiercer, mar- 
Sius in the local market 
have remained solid. SBC’s 
“ter-fax profit margin (leav- 
ing aside unusual items in 
each year) has been steady 
at about I3LS per cent in each 


of the past three years. 

In short. SBC has done 
very well out of the status 
qua Of the original seven 
Baby Bells that were created 
at the time or the break-up 
of the old AT&T in 1984, it 
has the best record in terms 
of profitability - and its 
shareholders have enjoyed 
the biggest gains. Its core 
territory, in the South West, 
has encompassed some of 
the fastest-growing areas of 
the country, helping to lift 
demand for its services. It 
boosted this with the $16bn 
acquisition last year of Pac- 
tel. the Bell company that 
served California. 

SBC’s managers have 
proved themselves adept at 
making the most of their 
customer base. The company 
has achieved the highest 
penetration of any local car- 
rier for value-added services 
such as call waiting. And its 
5.5m cellular customers at 
the end of last year was 
equivalent to l Z2 per cent of 
residents in its territory, a 
higher penetration rate than 
has been achieved by other 
Baby Bells, 

Against that background, 
Mr Whitacre’s attempt to 
buy Ameritech reflects a 
continuation of a well-tried 
strategy. By cutting more 
than $1.2bn from annual 
costs over the next five 
years and imposing the same 
sort oF management disci- 
plines which have yielded 
faster growth at SBC. he 
hopes to more than make up 
the 25 per cent premium 
paid for Ameritech. 

However, the status quo in 
the US telecoms industry 
may not last much longer. 
Mr Whitacre’s bid for Ameri- 
tech has handed the FCC 
- which must approve the 
deal - one of its best chances 
to pry open both companies’ 
entrenched local networks. 
It is with that prospect 
before him that the SBC 
chairman has now sought to 
paint himself as a champion 
of competition. 

It seems unlikely that the 
deal would be blocked on 
competition grounds. Berge 
Ayvasian, head of telecom- 
munications consulting at 
the Yankee Group, referring 
to earlier mergers between 
Bell companies, says: “We’ve 
seen two approvals go by - it 
is hard to see what can stop 
this one taking place." T.ikP 
those earlier deals - SBC’s 
purchase of Pactel and Ben 
Atlantic’s acquisition of 
Nynex - the combination 
would barely reduce compe- 
tition in the local markets: 
aside from some overlap in 
St Louis and Chicago, the 
two companies have largely 
stayed off each other's tint 
However, the FCC will still 
be in a strong position to 
force concessions from SBC 
before allowing the deal to 
proceed, much as it forced 
market-opening moves in the 
North East before allowing 
Bell Atlantic's purchase to 
be completed. And SBC can 
expect a far rougher ride in 
Washington, where its pur- 
ettese of Bell companies has 
stwred concerns that the old, 
pre-1984 AT&T system is 
being reassembled piece by 
Piece. SBC'b merger discus- 
sions last year with AT&T 
itself, though abandoned, 
have also fed those concerns. 

Mr Whitacre calls such 
fears “purely off-target." Nei- 
ther SBC nor Ameritech has 
yet been allowed into the 
long-distance business, he 
sa ys, and neither has a 
monopoly over local calls in 
its region. Yet most industry 
observers expect the Bells 
finally to be allowed into the 
long-distance market before 
the decade is out. And when 
that day comes, a combined 
SBC- Ameritech could be in 
one of the best positions to 
profit 
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valuation and strong market 
position will prove tempting 
in the longer term, 

“It will not happen tomor- 
row. but we believe the stock 
will recover and begin catch- 
ing up the ratings of the 
other telecoms companies." 
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A round-up of the telecoms industry: Joia Shillingford takes a look at the news, reviews and forthcoming events 
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NEWS IN BRIEF 

Funding 

for 

global 

a™ 

network 


Cignal Global 
Communications of the 
'a US has raised $22j>m in 

0 i * private financing from 

New York-based Spencer 
Trask to txifld a global 
Asynchronous Transfer 
Mode (ATM) network. 

Hie company, which 
has a voice-over-data 
patent, currently offers 
long-distance services to 
the UR and is deploying 
. big international hubs in 
New York City. 1,o nd on 
and Hong Kong. It plans 
to add 30 points of 
presence around the world 
by the end of 1999 and 
offer bundled 
voice-and-data services for 
carriers and businesses 
that need low-cost 

on mmnnirw H nmt 

Net telephony 
^ ‘serious threat’ 

Internet telephony 
■represents a potentially 
serious threat to telecoms 
operators, according to a 
new report* from 
telecoms consultancy 
Analysys. 

Internet telephony 
. -is all set to transform 
the way in which 
operators conduct their 
business." says the report. 
It suggests that 
established telecoms 
operators can either 
ignore the threat of 
Internet telephony and 
buy up the competition 
later, join the fray now by 
offering low-priced ... 
t\ services in direct 

competition to the new 
• entrants, or move np the 
value chain by leveraging 
their technical expertise 
to exploit the value-added 
aspects of internet 
; telephony, 

j ^Commercial Strategies for 

| Internet Telephony (£lj9S) 

1 ■ • 

j Call-centre ; 

criticisms 

Call-centre callers are 
frequently unhappy about 
the service they receive, /;■ 
according to a new study ■ 
headed by Cable and 
Wireless Communications 
with IT specialists Cap . 
Gemini and with analysis 
if-'O by the Henley Centre 
. consultancy. 

The study focuses on ' • 
what consumes expect ; v. 
and experience when they 
use a call centre. Phase ' 
One of the study shows 
that consumer 
dissatisfaction is running 
at high levels. 

UK companies, keen to -. 
make cost-savings, 

. continue to accelerate • 
their use of call centres. .. 
Last year saw growth of 
nearly 60 per cent and 
related IT spend has 
soared from £300m in.i994> 
to SLBbn to 1991, keeping 
r. the UK at'thetopaf the • 

European Union league. 

Small is 
beautiful 

Nokia fe to supply mobile 
phone i nfr astr u cture to a 
Finnish telecoms 
company that will use it 
to pruvidecordlesB phone 
services within . . . 
companies...' 

■ ; **With Ncikte’s rotation 
[the Sasywave Access - 
network], we can offer 
mobility to our customers - 
without investing in a 
mobile network with fid 1 
coverage," says Kaijo •. 
Lt nklwwum, man»gfn g 

director of Kyrai 
Telephone Company, a ; 

. >>:» regional phone company 

* based in eastern Finland. 

Users in the Sotka City 
area will be able to use 
the service from a 
standard GSM 1800 
handset 

Transatlantic 
win for Racafc 

Inte rnational Optical 
Network (Ion), fiscal . 
Telecom’s joint venture 
with Metromedia Fibre 
Networks (MFN) of the 
US. has won a contract 
worth more than $25m to 
supply network ; 
-infra stru ct ur e- to AC-1; the 
. transatlantic optical fibre; 

£ system operated by Global . 
Crossing- ion will pitwide 
’ high-capacity ahore-to-city 
Knim on both sides of the' 
Atlantic. 


TELECOMS FUTURES 


High fibre content can spell a healthier outlook 


Some of the newer operators, with 
extensive fibre-optic networks already 
in place, are in a very strong position 


F orget Moore’s Law, 
which says that 

computers win double 
in power every 18 months 
The real breakthroughs in 
‘bang per buck* are 
happening in the 
communications business, 
says Gerald Butters, group 
president optical networking 

BACKCHAT 


at US-based Lucent 
Technologies. 

He says that, for only a 
small extra cost, a stogie 
fibre-optic line can be split 
into eight or 16 channels. 
And it won't stop there. 

AT&T is using a Lucent 
system that can combine up 
to 60 high -capacity optical 


channels (of 2-5 gigs bits a 
second) over a single fibre. 

Lcmger term, Lucent is 
working an software that 
can split a line into 206 
channels, and has carried 
out successful laboratory 
tests. One day even 1,000 
channels might be possible. 
This puts newer operators 
with extensive fibre 
networks into a very strong 
position. They have already 
laid their cable; now they 
can put more traffic over it. 


Mr Butters says: “Unlike 
traditional telcos with 
largely copper networks, 
operators with fibre 
networks like Qwest could 
charge 7.5 cents a for 

US long-distance and still 
make money. This is raising 
the value of telcos which use 
fibre widely, and turning 
them into acquisition 
targets." 

The software works by 
sending pulses of light down 
a single fibre at different 


time intervals. Lucent, once 
AT&T's equipment arm. still 
has access to AT&T’s Bell 
Laboratories and reckons 
the technology has even 
further to go. 

Lucent estimates that the 
market far Dense 
Wavelength Division 
Multiplexing equipment 
- the technology used to 
split fibre-optic fines - is 
growing at a compound 
wTimia) rate of 62 per emit a 
year. Other operators to the 


market include Clenna. 
Pirelli. Ericsson, Alcatel and 
Nortel. 

Mr Butters believes the 
trend towards ever-raster 
computers and only slightly 
faster networks will be 
reversed. Fibre-optic 
networks will get cheap 
enough to connect directly 
to personal computers, be 
says. And progress will not 

stop there. He believes the 
next big thing to high-speed 
communication is photons 


- light pulses - that do not 
have to be converted into 
electronic signals. 

By sending bits of data as 


Facelifts planned for ugly base stations 


RSA design 
students have 
been taking a 
fresh look at 
telecoms masts 
on behalf of 
Cellnet 

C omment about ogly 
base stations has 
caused cellular 
network operator Cellnet to 
come up with some new 
designs. Or, to be more 
precise, it has sponsored a 
Royal Society of Arts 
competition for design 
students. 

“The students were given 
a broad brief and asked to 
produce telecoms masts that 
celebrate mobile telephony 
rather than try to hide it," 
says Mike Short, head of 
r rfmTTUmiratinnf; at Cellnet 
Ian MacLean. Cellnet’s 
head of network 
construction, says the 
company plans to produce 
some new base stations 
based on the two winning 
designs, as well as on two 
highly commended entries. 
Depending on the reception 
the designs get, and the 
economics of producing 
them, Cellnet may consider 
producing them in larger 
quantities. 

One of the winners was a 
slim, futuristic tower 
encased to glass, with 

THINK TANK 



Highly commended: Bournemouth students Louise Irving, Tracy McKenna and Matthew Cranston 


different charted of blue at 
the lower end, somewhat 
reminiscent of the water 
tower on London’s 
Shepherd's Bush 
roundabout This was 
designed by two interior 
design students from T-nndrm 
Guildhall University, 

Stefano di Santo from 
Florence, and Peter Tran 
from Saigon. 

Hie other winning design 
had a tripod-shaped base 
that could straddle a canal 
or motorway and be used as 
a footbridge. This was 
designed by Guy Seivewright 
and Jerome Booton, two 


furniture students from the 
University of Central 
England, who plan to use 
their winnings (£5,000 per 
winning team) to visit 
Japan. 

The two winning entries 
were largely designed for 
industrial settings, such as 
business parks, motorways 
or canals . The two highly 
commended entries were 
designed with rural areas in 

mind. 

The highly-commended 
wooden footbridge designed 
by Sean Hembrey and 
Thomas Landsverk of the 
University of Central 
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W hat price global 
telecoms, brands? 
None of the big 
. telecoms companies has any 
sort of profile outside its 
home market, according to 
research carried out by 
French company Ipsos 
Opinion and Andersen 
Consulting. 

The research shows that 
69-91 per cent of consumers 
in France, Britain, Germany. 
Spain and Italy can recall 
the namp of their incumbent 
telephone monopoly. 

But the figure drops to 0-9 
per cent when consumers 
are asked to name telcos 
from other parts of Europe. 

For example, in Germany. 
89 per cent could name 
Deutsche Telekom and 15-22 
per cent could name other 

AGENDA 


German telcos (including 
mobile phone companiesX 
But only 3 per cent could 
nam e BT, 2 pa* cent France 
Tflficom and l per cent 
Telecom Italia/SIP. 

In the UK, Deutsche 
Telekom was mentioned by l 
per cent and US telco AT&T 
by 6 per cent France 
TOtecam. Telefonica. and 
Telecom Italia were not 
mentioned at all or were 
mentioned by less than 1 per 
cent 

By contrast 86 per cent 
mentioned BT, 32 per cent 
Cable and Wireless. 31 per 
cent Mercury (now part of 
Gable & Wireless 
Communications) and 29 per 
cent Orange. 

The European market 
most conversant with the 


Dates for your diary 


Jone-July: 

UK regulator Oftel 
documents due to June 
include; Guidelines on leas 

[Interconnection and 
Account Separation! 
Condition 20B15. 
Determination of the 
Payphone Access Levy 
Review, Oftel News. 

In July, Oftel is to publish 
its review of Kingston 
Telecommunications. 

Jane: Innovations in 
CeDuIar-PCS Customer 
Interfaces (Washington DC, 
Santa Clara, CA. London, 

Berlin), The Yankee Grot® 

Europe. Tel: +44 (0) 1923 
246511 Or fax +44 (0) 1923 
247566. 

June 11: One Network: 
Achieving Voice-Data 
Network Convergence 
(Toronto. Canada), The 
Yankee Group Europe. Tel: 
+44 (0) 1923 246511 or fex +44 
(0)1923247566. 

June 8-19: Corporate 
Network Strategies (Munich, 
Frankfort, London, 
Amsterdam, Madrid, Milan). 
The Yankee Group Europe. 
Tel: +44 (0) 1928 248511 or fax 
+44(0)1923247566. 

June 15-18: Towards All 
Optical Networks (London), 
Vision in Business. Tet +44 
(0) 171 747 5441 0T fax +44 (0) 
171 839 3777. 

June 17-19: Fighting Mobile 
Fraud (Loudon). IBC UK 
Conferences.' Tel: +44 (0) 171 
4532700 OT fax +44 (0) 171 636 
1976. 


June 22-24: Negotiating & 
Implementing 
Interconnection to Central 
and Eastern Europe 
(Prague), Vision in Business. 
TeL* +44 (0) 171 747 5441 or 
fax +44 (0) 171 889 3777. 

Cost Allocation in Telecoms 
(London), Vision to 
Business. Tel: +44 (0) 171 747 
5441 or fret +44 (0) 171 839 
3777. 

Strategic Cost Management 
in Telecoms (London), 

Vision to Business. Tel: +44 
(0) 171 747 5441 or fax +44 (0) 
171 839 3777. 

Jane 23-25: Networks 
Telecom '98 (Birmingham 
NEC). Miller Freeman. Teh 
+44 (0) 1203 426511 or fax +44 
(0)1203 426449. 

June 29-30: Competitive 
Operator Strategies 
(Vienna). The Yankee Group 
Europe. Tel: +44 (0)1923 
246511 Or fax +44 (0)1923 
247566. 

Convergence of Fixed and 
Mobile Telecoms (London). 
ICM Conferences. Tel’ +44 (0) 
171 4365735 OT fax +44 (0) 171 
436 5741. 

July: One Network: 
Achieving Voice-Data 
Network Convergence 
(Newark. NJ; Santa Clara, 
CA; Washington DC, New 
York). The Yankee Group 
Europe. Tet +44 (0) 1923 
246511 or tax +44 (0) 1923 
247566. 

July 8-10: Usage-Based and 
Quality-Linked Internet 
pricing (London). Vision to 


Business. Tel +44 (0) 171 747 
5441 or fax +44 (0) 171 839 
3777. 

July 13-14: Personal 
Numbering (London). Vision 
to Business. Tel +44 (0) 171 
747 5441 or fax +44 (0) 171 839 
3777. 

July 15 and September 16: 
Y2K - The Challeng e for 
Telecommunications 
Management (London), 
Quadrdect Conferences and 
Training. Tel: +44 (0) 171 242 
4141 or fax +44 (0) 171 404 
0258. 

September 9-11: Transfer 
Pricing to Central and 
Eastern Europe (Warsaw), 
Vision to Business. Tel: +44 
(0) 171 747 5441 or fax +44 (0) 
171 830 3777. 

September 14-16: Frequency 

Hopping (Loudon), Vision to 
Business. Tel +44 (0) 171 747 
5441 or fax +44 (0)171 839 
3777. 

September 14-17: The 5th 
Global Interconnection 
Forum (Barcelona). Vision in 
Business. Tet +44 (0) 171 747 
5441 or lax +44 (0) 17 1 839 
3777. 

September 16 and 17: 
Internet Conference 
(Amsterdam), The Yankee 
Group Europe. Tel +44 (0) 
1923 246511 or fax +44 (0) 

1923 247566. 

September 16-18: Risk 
Management and Internal 
Audit In Telecoms (London). 
Vision in Business, Tet +44 
(0) 171 747 5441 or fax +44 (0) 
1718393777. 


F.ngtanri was popular with 
visitors to the exhibition, 
including Bjorn Amundsen, 
head of coverage for mobiles 
at Norwegian telecoms 
operator Telenor. 

He says: "Because Norway 
is so rural, yet uses mobile 
phones so extensively (40 per 
cent of the population have 
them), the location of base 
stations is a big issue. Some 
countries may be happy to 
disguise base stations to 
plastic tree designs, but 
Norwegians prefer the real 
thing." 

Telenor has actually sited 
one or two base stations to 
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Polar Tran (left) and Stefano dl Santo with their winning design 

real trees, and has one of the your competitors, which the 
biggest environmental two Norwegian cellular 

groups as an adviser. operators must do by law.” 

"But”, says Mr Amundsen, Cellnet plans to sponsor 
“one of the best solutions to mobile-phone base station 
base-station proliferation is RSA design awards next 
sharing base stations with year, with a rural theme. 


Blanc. The books says this is 
because electronic 
communications put people 
under pressure lo react 
instantly. 

Feeling thirsty? Why not 
turn on your mobile? The 
ability to buy dnnks via a 
mobile phone is a reality for 
visitors to Helsinki airport 
They just dial the vending 
machine’s phone number, 
select a drink and slake their 
thirst. 

Electronic meeting 
technology - where users 
can vote on issues 
anonymously or make 
unattributabie comments 
- can cut complex meetings 
from several days to several 
hours, according to research 
carried out by the 
Department of Trade and 
Industry and Professor 
Clive Holtham of City 
University. 

“But electronic meetings 
aren’t always popular with 
chief executives used to 
getting their own way," says 
Prof Holtham. 


names of non-domestic 
telcos is Italy- France 
Tflfecom was mentioned by 9 
per emit, Deutsche Telekom 
by 8 per cent 

and British Telecom by 5 per 
cent. 

In Italy, recognition of the 
two top domestic operators 
was also high with 91 per 
cent dtm g Telecom Italia 
and 52 pear emit mobile - 
operator OmniteL 

In each European country 
covered, Ipsos interviewed 
1,000 consumers, making a 
total of 5,000 in all. Because 
often mentioned 

more than one telco, the 
percentages do not add up to 
100 . 

The next Ipsos bi-annual 
report will be completed this 
summer. 


Christine Leveson 
used to be a telephonist 
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Christine's a cat centre operator. Once she described her job 
as dialing numbers and asking questions. Now she new dials 
a number, and she knows who's calling her as soon as they say 
heto. What's more, she can usually guess just what they want. 

TWs makes her job quicker and easier. Her customers happrer. 
Her company more profitable. And it's all thanks rc a kind of 
telepathy... talking telepathy. 

Kingston Vojceware's software offers many wne and 
money-saving benefits - brought about by products which make 
cetephony just a brainwave away from telepathy- 


Voice Automation ► 


Free your staff from making routine cafe... avoid lost enquiries... 
improve caf-uking - and deliver better customer service without 
having to employ more staff. 


[4 C?Jl Centre Integration 


WMi Int egr a ti o n your human resources, telephone systems and 
computers can work together - to Increase talletime. improve 
sendee., and ufcnmely, boost profits. 


M Network Management ► 


Imagine how much dme - and money - you could save by 
viewing and reconfiguring your entire system without leaving 
your desk_. or by tearing faults quickly so you cut downtime. 

Your siwh sense probably tdk you these are cost-effective 
routes to vastly improved communications. And you'd be right. 

Let's talk telepathy. To find out how we can help you 


CALL 


0800 915 1 915 


Quoting reference KVTI6 


NOW 
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mkl V 01 CEWARE 

WeYe almost talking telepathy 

Kingam Vtaicevore Newton* Science ftK*. fngfcmfar tone. 

Krtfittn upon HoA£*Jt Y&rftdwe H(J6 7TQ. 
c-me#<nar*mnt@tvw.cui* 0.1A 































